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Everything to accelerate answers - and reduce costs! 


Bwuwughs Sonsimatic 


Accounting Machine 
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Operating Speed! 


Sensimatic design permits 
the operator to work as fast 
as she chooses. Each key and 
motor bar has a uniform, 
scientifically correct pressure. 
Every control is within easy 
sight, easy reach. 








Now there are three! 


Sensimatic 300 with 11 totals 
Sensimatic 200 with 5 totals 
Sensimatic 100 with 2 totals 


unlim 


When a Burroughs Sensimatic comes into your business, 
your accounting work steps up to the swift tempo of to- 
day’s production pace. You get the facts that guide your 
operations on time all the time. You get more accounting 
done by fewer people . . . with fewer machines, less over- 
time, less expense. And you get all this at a surprisingly 
low cost! Find out about the Burroughs Sensimatic for your 
office . . . talk Sensimatic with your Burroughs man today. 
Burroughs Adding Machine Company, Detroit 32, Mich. 





TRAINING 
YOU CAN 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for IAS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to LAS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 





EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public Accountant ; Member of Fuculty, International Accountants Society. 
CP 4 inc. ; Former President, Illinois Chamber of Commerce ; Former President, American Society of 
wi oSte Certified Public Accountants; Former President, Executives Club of Chicago. 
ELA llead, Department of Business Administration, Tezas A. and M. College; Past President, Ameri- 
bey cag" rary can Accounting Association; Former Educational Director, American Institute of Accountants ; 
ndeg SEs bey Now 'at te Past President, Texas Society of C.P.A.’s; Editor of “Contemporary Accounting.” 
DEXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc. ; Dean Emeritus, College 
M.E., LLD., D.Sc of Engineering, Cornell University; Former President, American Society of Mechanical Engi- 
ome ns Sree neers; author of *‘Cost Finding,” ‘Industrial Economics,’ and other textbooks. 
Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chai 
LEE GALLOWAY é , , i ociety, .; Form airman, 
B.Sc., Ph. D Board of Directors, The Ronald Press Company; Former Director, Department of Management, 
eS New York University; author of “Office Management’ and other textbooks. 
STEPHEN GILMAN Educational Director, International Accountants Society, Inc.: author of “Accounting Concepts 
B.Sc of hf: gl “Analyzing 2 aaron Statements,” kip. inc yang of Accounting,” “What the Figures 
" Mec and me s technical articles on a md all ubjects 


FACULTY 


Stanley E. Beatty, Pj "4 re C. W. Emshoff, $.B., C.P.A. Frank H. Murray, C.P.A G. E. Taylor, C.PA. 
Robert Dick, B.L., Stephen Gilman, B.Sc., C.P.A. Kenreth E. Oakley, C.P.A 1. G. Terry, A.B., C.P.A 
Roy E. Duvall, B Py “ % P.A. C. E. Hoglund, B.S., M.B.A., C.P.A. William A. Parrish, B.S.,C.P.A. H.G Westphain, C.P.A 
George P. Ellis, CPA. James W. Love, C.P.A. Samuel D. Plotnick, C.P.A Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request. 





INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 





pay a statistical Dept. 


8 hours... 


when we can do the 
same work for you in 
3 hours! 


Pay only for 
what you get! 


If your own Statistical Depart- 
ment is not kept busy full time, or 
if you have peak loads, you should 
consider renting our services on a 
part-time basis. 

Your work can be done as needed 
on a wide variety of modern 
punched card accounting and tab- 
ulating machines by our expert 
operators. 

This will save you time, trouble 


and money. 


Why not discuss this with us now? 


Recording & Statistical 
Corporation 
Chicago * Boston * Detroit 


Montreal * Toronto 


100 Sixth Avenue, New York 13, N. Y. 


WALTER MITCHELL, JR., Editor 
PAUL HAASE, Managing Editor 


= JOHN A. MURPHY, Advtg. Mar 


Contents for December 1952 


FEATURES 

THE COMING OF AGE OF CLERICAL COST CONTROL— 
Richard F. Neuschel oe 

‘FIGGERING” THE MARKET—Frank H. Roby 

“ANNUAL IMPROVEMENT FACTOR” ANALYZED 
Including Productivity Data by Industry 

SELLING OUR ECONOMIC SYSTEM 
Kenneth Smith 


INVENTORY AUDIT PROBLEMS, STUDENT INTERNSHIP 
REVIEWED AT AIA‘’S LARGEST ANNUAL MEETING 


NATIONAL COMMITTEE CHAIRMEN—CONTROLLERS INSTITUTE . 


SPECIAL FEATURE 
INDEX OF 1952 AUTHORS AND ARTICLES . 


DEPARTMENTS 

CORRESPONDENCE 

DATES AHEAD a ae, eee 

CURRENT COMMENT—Walter Mitchell, Jr. . 

SCANNING THE SCENE—Pau! Haase 

PAGING THE NEW BOOKS 

TAXATION AND BUSINESS CONCENTRATION 
Reviewed by John McFarland 
EFFECTS OF TAXATION ON CORPCRATE MERGERS 

Reviewed by J. H. Landman 

PERSONAL NOTES 

OPPORTUNITIES 


P 


| 
Member, Magazine Publishers Association, Inc. 


CEIL SMITH THAYER, Assistant Editor A. V. HAYBYRNE, Circulation Manager 


THE CONTROLLER. Published monthly by Controllers Institute of America. Publication office, 
73 Main St., Brattleboro, Vt. Editorial office, One East Forty-second Street, New York 17, N. Y. 


Entered as second class matter at the post office, Brattleboro, Vt., September 1, 1937, under the 
act of March 3, 1879. Subscription $5.00 a year. 2 years $9.00. Sngle copy 50c. Microfilm edition 
restricted to those who received the paper edition) $1.65 per roll of 12 issues distributed at the 
end of the volume year (1949, 1950, 1951 now available). Address subscriptions to the Circulation 
Manager care of the New York office. Advertising rate card upon request to Advertising Manager. 


Change of address should be sent before the first of month preceding the issue to be changed 

The editor will be pleased to review manuscripts submitted for publication, but will not be re- 

sponsible for loss in transit or otherwise. The views expressed in the various articles are those of 

the authors and not necessarily those of the Controllers Institute of America. Printed in U. S. A. 
THE CONTROLLER is microfilmed by University Microfilms 


VOLUME XX, No. 12 Copyright, 1952, Controllers Institute of America DECEMBER 1952 














err) 








we teere 
eee 
22°22 
~ aa 
Heo MRO, 
waa + 
eusne 


Peak td 


game nee we eo ee noes 
Qeusvennew 
ror 
6 eMOAOYS 
yewnooes 


— 
eo 














PT ee 
2 


Prerere retro 


peee-y 





Basic Requirements 
for Effective 
Business Administration 


Financial statements and operating reports are 
your most effective tools for company admin- 
istration. It is urgent that they be available to 
you quickly and in any sequence necessary. 

One of the principal reasons for using IBM 
Accounting to answer this urgent need is the 
unique characteristic that permits preparation 
of the reports first . . . posting of the ledgers 
rim enanc eee bie? : + later, during off-peak operations. Other ad- 

Pe es vantages: 
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Fast arrangement and summarization of basic 

accounting data give you fast report prepara- 

tion. 

2. Reports are prepared in the order in which 
you need them. 

3. Automatic calculation of ratios and percent- 


ages for efficiency comparisons simplifies ex- 
pense control. 





4. Machines facilitate control by providing you 
with current and accumulative figures and 
variations from budgets. 

5. Audits are simplified by reference on final 
reports to original source documents. 

For a copy of our booklet, “General Ledger 

Accounting and Financial Control,” which 

provides the detail behind these and other 

advantages, write Dept. CN-5. 


IBM | Aecowiling 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 


pares. 


-tE5am 
sens 




















OF 12/25 AND 1/1 


Editors, THE CONTROLLER: 


In your January 1952 issue of THE 
CONTROLLER under ‘‘Current Comment”’ 
(page 8), you raised the question as to 
why we call our years from the birth of 
Christ, but that the new year, as we see 
it, does not start on Christmas Day. 

As controller for Brown & Bigelow, 
the world’s largest calendar house, I am 
taking the liberty of answering your 
question, 

The following article is an excerpt 
from “A Book About the Bible” by 
George Stimpson, published by Harper 
& Brothers in 1945. I quote from pages 
»2 and 23 of that publication: 


‘The Christian Eva theoretically begins 
with the birth of Jesus, but the calendar year 
hegins January 1 instead of December 25, 
the traditional birthday of Jesus. This anom- 
situation 1s due to the fact that the 
Christian Eva was not calculated until the 
uxth century and was not generally accepted 
in Christendom until about the year 1000. 
Consequently, the beginning of the era was 
The Romans reck- 
from the legendary date of the 

Rome. The starting point in 
foman chronology was Urbis Con 
ttae (A.U.C.), which literally means ‘in the 


founded City 


) 
alous 


pr yected into the past 
ned time é 
founding 


Inno 


"About 532 A.D., after Christianity had 
become dominant in the old Roman Empire, 
a learned monk of Rome named Dionysius 
Exiguus worked out a Christian system of 
chronology to take the place of the then pre v- 
alent pagan system. He concluded that Je- 
sus was born December 25, 753 A.U.C. Dur- 
ing the first centuries of Christianity there 
was litle uniformity in the date observed as 
the nativity. Christmas (Christmass) was 
first celebrated on December 25 in Rome 
about 350 A.D. But this was regarded as a 
legendary rather than an exact date and 
Christmas was observed on different days in 
different parts of Christendom. 

“Logically Dionysius should have begun 
the new Era with December 25, but he de- 
cided to begin it with January 1 because he 
wanted to leave the Roman year and months 
intact and did not want to upset and confuse 
the established and ae cepte d chronology. 
Accordingly, he began the Christian Eva 
uith the first day in 754 A.U.C. His system 
was adopted gradually and did not com- 
pletely supplant the old system in the West- 
ern World until about 1000 A.D 

“Emperor Charles Ill of Germany was 
the first sovereign to adopt the new system 
of chronology. In 879 A.D. he adopted Anno 
Dorin’, ‘in the year of the Lord. and that 
in the course of centuries became the ac- 
cepted mode of designating the year in all 
Christian countries. Modern scholars be- 
lieve Dionysius was off several years in fix- 
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ing the date of the birth of Jesus and conse- 
quently we have the anomalous situation of 
Christ's having been born at least four or 
five years before the date beginning the Era 
that bears his name. 

“After the Christian calendar and the 
Christian Era had become firmly established, 
with December 25 as Christmas, it was 
found impractical to change it and to upset 
the entire system of historical chronology. 
As a matter of fact, the Christian world is 
not yet in agreement even on the traditional 
date of the birth of Jesus. While Roman 
Catholics and Protestants generally observe 
Christmas on December 25, Orthodox Greek 
Catholics observe it on January 6 and the 
Armenian church on January 19. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





"The epoch beginning with the birth of 
Jesus is often called the Common Era, par- 
ticularly by orthodox Jews. who ave com- 
pelled to recognize it for practical purposes, 
but who object to referring to it as the Chris 
tian Eva on the ground that such notice 
might be interpreted as a recognition of its 
founder. Strict Jews who use the Christian 
date seldom add the letters A.D. At least 
that was formerly true. The lewish calen- 
dar reckons from the year 3761 B.C., the 
traditional date of creation. This calendar. 
which assumed its present form in the fourth 
century A.D. in the time of Hillel I, is based 
on the motions of both the sun and the moon 
and in consequence, the Jewish New Year 
and other holidays, festivals and fasts do 
not fall on the same date each year according 
to the Gregorian calendar. Although Christ- 
mas is a fixed date in the Christian calendar. 
Easter and certain other church days are 
variable dates and ave determined somewhat 
after the manner of the Jewish calendar.” 
W. L. HEINRICH 
Controller 
Brown & Bigelow 
St. Paul, Minnesota 


INCENTIVE TO REPRINT 


Editors, THE CONTROLLER: 

Mr. W. R. Phelan of United States 
Fidelity and Guaranty Company has sent 
me a copy of his paper entitled “Try an 
Incentive Production Bonus Plan’ with a 
suggestion that we might use it in the 
Insurance Accounting and Statistical As- 
sociation’ s publication, The Interpreter. 

This is an article which appeared in the 
August issue of THE CONTROLLER. May 
I have your permission to use it? 
GEORGE L. RUNYAN 
American United Life Insurance Company 
Indianapolis, Indiana 


Permission gladly granted. —The Editors 





Govd-tye, 
COSTLY OLD 
POSTED ENTRY 


@ Why rewrite what's already written? Across the country, economy-minded firms are 
using a DITTO-duplicated copy of the invoice itself, in place of the traditional posted ledger 
sheet. This DITTO UNIT ACCOUNTS RECEIVABLE SYSTEM is 50 per cent faster than machine post- 
ing, is free of posting errors, and brings a welcome list of other benefits besides. 


SLASH PAYROLL, SPEED THE JOB 

With this system, posting becomes a simple filing operation; specialists are replaced by file clerks. 
Now no item is buried on a crowded ledger sheet; showing the whole transaction on each sheet, 
no reference to other data is needed. With monthly tabs topping each page the age of any item 
is seen at a glance, and it is simple to take off a quick, accurate trial balance. With credit data 
coded on each page or on cards dropped in front of each one, shipments to approved accounts 
are expedited—no need for credit checking. With duplicates available 1n seconds, delinquent 
statements are in the mail quickly. What a simple way to save money and speed operations! 


Now posting becomes a simple 
filing operation. 


Here is your accounts receivable 
ledger sheet—a duplicate of the 
invoice. Shows the entire transac- 
tion. Note month tab, space for 
credit code. 








Gentlemen: Please send me the book, 
“DITTO UNIT ACCOUNTS RECEIVABLE,” 
without cost or obligation to me. 


gtk FREE eo J ieee 
32 page book | yFa | 
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STATE OF WASHINGTON 


Editors, THE CONTROLLER: 

In the March issue of THE CONTROL- 
LER you asked: ‘What can controllers do 
to assist small groups of far-sighted and 
public-spirited citizens attempting to im- 
prove the budgeting and control functions 
of state and local governments ?” 

As a controller who was called into 
state government service two years ago 
when the State of Washington was at the 
brink of financial chaos,! I should like to 
try to answer your question. May I take 
the liberty though of expanding it? I 
should like to talk not only about what 
controllers can do but what they should 
do, in other words discuss the controller's 
responsibility in public affairs (with par- 
ticular attention to state ZOV ernment ). 

Several avenues are open to the control 
ler to help his state government, and in- 
company and his 


directly himself, his 


community 
1. Action through Little Hoover Com- 
MISSIONS 
Twenty-nine states have recognized that 
their administrative machinery needs an 
overhaul, and created so-called little 
The necessity of 


maintaining political balance, of appoint- 


Hoover commissions 


ing members who represent large segments 
of the state population, seldom permits 


sufficient inclusion of administrative prac- 
titioners. Obviously, then such a commis- 
sion needs competent technical advice. 
That is where the controller comes in. 

In the fall of 1951 Governor Langlie 
created, in co-operation with the Wash- 
ington State Legislative Council, a ““Com- 
mittee on State Government Organiza- 
tion.’” The committee was composed of a 
number of citizens well known through- 
out the state; it was the understanding at 
the time that the committee would enlarge 
its membership by calling in competent 
professionals. Soon after its formation the 
subcommittee on budget, finance and audit 
“drafted’’ a controller and a corporation 
treasurer (Fred Atcheson of Frederick & 
Nelson's, past president of the Seattle 
Control, Controllers Institute of America, 
and Steve Moser, treasurer of the Cascade 
Lumber Company). 

Controllers in states whose little Hoover 
commission does not already have the help 
of a controller, could well take the initia- 
tive to designate one or two members of 
their group. Suggestions to state officials, 
commission members, particularly when 
supported by civic and business organiza- 
tions, will usually bring forth an invitation 
to the commission. 

The first one to be sold on the idea 
though is the controller's boss, because 
the necessary time-consuming studies will 
often keep the controller from his desk. 





industry 





Costs Run High 


ON WORKMEN'S COMPENSATION INSURANCE 


unless you take advantage of the several 


Cost-plus” plans now available. 


In the cases of three of our clients in dif- 
ferent lines of industry, Savings ran 18%, 


320% and 13% respectively. 


Jamison Surveys and Audits also point the 
Way to improvements in coverage on prac- 


tically all forms of insurance carried by 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 








In an article “Social Responsibilities of 
Business’’ in the same (March 1952) issue 
of THE CONTROLLER, Mr. Harry A. 
Bullis, Chairman of the Board, General 
Mills, names among voluntary contribu- 
tions of business concerns “Contributions 
of Time’’ by employes. He mentions Red 
Cross and Community Chest drives. Those 
drives are of course important, and many 
people are qualified to participate in them. 
But few people can make as valuable a 
contribution toward the improvement of 
state financial administration as control- 
lers. To contribute part of their time would 
certainly be a worthwhile project for large 
concerns, 


2. Action through Local Controllers 
Groups 

On January 25, 1951 I addressed the 
Seattle Control of Controllers Institute of 
America, and asked for help in a project 
to strengthen state pase. Si control 
and simplify state accounting organization 
and procedure. 

A committee was formed (under the 
chairmanship of Dwight Orr of the Wey- 
erhaeuser Timber Company assisted by 
Jack Clawson of the Puget Sound Power 
& Light Company, a past president of the 
Seattle Control), went to work and sup- 
ported a simplification plan: to have a 
clear division between pre-audit and post- 
audit rather than have the same official 
keep the state’s kooks, write the checks 
and do the post-auditing; to have an in- 
tegrated system of accounting, reduce the 
number of state funds, use a uniform 
fiscal year, etc. 

If a state has no little Hoover commis- 
sion—as Washington did not at the time 

local controls of Controllers Institute 
can form committees on state budgeting 
and accounting, expenditure control, tax 
administration, etc. It would be their job 
to undertake studies of state procedures 
and submit recommendations for improve- 
ment. Generally public officials will wel- 
come such projects; a gentle hint from the 
Taxpayers’ Association, Municipal League, 
and Chamber of Commerce may work 
wonders in changing a reluctant official's 
mind. It will usually not be difficult to find 
one or more state senators and representa- 
tives willing to endorse or sponsor the un- 
dertaking. Civic and business groups and 
newspapers are usually glad to co-operate 


"The state's general fund then spending $3 
million a month in excess of income, finally ran 
up a deficit of $45 million. The picture has 
changed since. During the fiscal year just ended 
(March 31, 1952) spending was $2 million be- 
low income. 

* The plan found support from the CPA So- 
ciety, Chamber of Commerce, received a DO 
PASS recommendation from the legislature's 
Committee on State Government. Then, how- 
ever, an official afraid of losing patronage was 
able’ to bury the bill in the House Rules Com- 
mittee. But the issue has been brought to life 
again, and will have a better chance in the next 
session, 
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SECURITY plus 
INCENTIVE 





Like many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed. 

A sound alternative may be for you to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have he)ped many companies work out such combination plans 
plans that combine security and incentive. Let us help you explore the pos- 
sibilities of an effective retirement program for your company, including a 


« cost estimate. Write or call our PENSION TRUST DIVISION. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 








UHLING, LAUER AND ASSOCIATES 


Management Consultants 


JOB EVALUATION 


Office and Factory 


COST SYSTEMS 


COST REDUCTION PROGRAMS 
Standards—I ncentives 


Methods— Production Control 


ORGANIZATION PLANNING 
Evaluation and Procurement 
at the Technical and 


Management Level 


317 KEITH BLDG., CINCINNATI 2, OHIO 


PHONE MAIN 4041 











NILS is saving time and worry for thousands 
of other firms, too! 

NATIONAL’S Truck Lease Plon releases copital, eliminates 

buying ond maintenance worries, gives known-in-advance 

costs and a fleet eng d to your lways clean, 


r) hte 
Act TRUCK LEASING SYSTEM 
Members ba prrimpal ies 


Write for Booklet: Dept. C-¢ 23 E. Jackson Blvd, Chicage 4 





W. T. CHAMBERLAIN INC. 
103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


Consultants 


The largest analytical or- 
ganization of its kind which 
does not sell insurance 








and give worthwhile recommendations the 
coverage and public support they need to 
be seriously considered, adopted, and car- 
ried out. 


3. Gel In The re and Pit h 

In point one and two I talked about pro- 
viding better tools for government—im- 
proved organization and system. But what 
counts in the end is not the system but the 
men who operate it. Government can be 
no better than the men who run it. 

At the root of governmental ineffi- 
ciency is a dearth of administrative talent. 
Twenty years ago, Charles Merriam talked 
about a “boycott of government and pub- 
lic life.’’3 It is as true to-day as it was then. 
The reasons are easy to see: pay is poor, 
jobs subject to political vagaries.* 

One way for our states to get better fiscal 
management, intelligent budgeting, strict 
expenditure control, cost-conscious oper- 
ation of public institutions, and efficient 
tax administration is for some controllers 
to enter state service. Enlightened business 
management should be prepared to facili- 
tate such a project on a temporary or loan 
basis. So far few concerns have displayed 
enthusiasm. If no help is forthcoming from 
the companies, controllers themselves may 
have to take their chances. 

True, “there is no money in it.’” There 
was no money in it for the boys at Oki- 
nawa, on the Rapido and in Normandy. 
Controllers have an equal duty to “take 
their place on the firing line and assume 
willingly the responsibilities imposed on 
us by our acceptance of the great privilege 
of citizenship in this country.” 

It’s a hard decision to make. But criticiz- 
ing the state at the Chamber of Commerce 
luncheon, how it is exacting exorbitant 
taxes and wasting money, won't do much 
good, no matter how vocal we are about 
it.> 

We must "stop shrugging off politics as 
only the politicians business.”"® What we 
need is “aggressive citizenship.”* Voting 
alone is not enough. The votes of 100 con- 
trollers count no more than the votes of 
100 illiterate. But how much improvement 
could be accomplished by 100 controllers 
loaned to our state governments for a year 
or two! If the most competent elements in 
the community are not willing to serve the 
government, less able men will take their 
place. "Either you run your government or 


ed: | 


your government tuns you. 


Public Management, April 1932 

* Only 20 states have state-wide civil service 
Even then promotion and top jobs depend on 
political chance 

* Elihu Root said in the Yale Lectures on the 
Responsibilities of Citizenship (The Citizen's 
Part in Government, Yale Univ. Press. 1911, 
p. 34) The mere critic of government, how 
ever, who does not himself attend to his share 
in the affirmative work of government, ordi- 
narily adopts standards of comparison which ig 
nore the most important elements of truth, and 
he is quite likely to do more harm than good; 


“Why pick on me?” is a frequent reply 
we get when we ask somebody for a pub- 
lic service. Why pick on the controllers? 
Because they are chosen by their com- 
panies for the same talent and record of 
accomplishments that’s needed by the state: 
the ability to organize and economically 
manage the financial affairs of a large busi- 
ness. Why pick on the controllers? Be- 
cause “Unto whomsoever much is given, of 
him shall be much required . . .”” (Luke 
12:48). 

In most cases the initiative will lie with 
the controller, the head of his company or 
the business community. I have heard 
many an industrial leader blast govern- 
mental inefficiency. Some businessmen have 
volunteered temporarily for the Federal 
Government. But few have offered the 
services of their controllers. Could not 
such an offer do more good than mere 
criticism ? 

A word of warning though to the con- 
troller who gets into government: expect 
nothing but ‘sweat and blood and toil and 
tears."’ Don’t expect to be called a hero be- 
cause you ‘‘saved the state millions.’ You 
will be insulted, vilified, crucified, abused. 
Behind every governmental waste, over- 
spending, duplication, is a group with a 
vested interest in it. Be prepared to be 
called a public enemy when you try to 
economize, curtail free services which a 
group has come to regard as their right. 
Don't be surprised when they gossip that 
you are in the pay of an office machinery 
company when you try to replace a few 
dozen jobs with modern machines. 

The worst though is that even your 
friends may turn against you when you 
can’t do what, from the outside, without 
knowledge of fact, seems indicated. Re- 
member what happened to Eric Johnston 
and Charles Wilson? They were called 

captives,” even “traitors.” 

There is no reward in public service save 
the satisfaction of a duty fulfilled, of a job 
well done. The cross you take up will be 
heavy to bear. “The harvest truly is great, 
but the labourers are few: pray ye there- 
fore the Lord of the harvest, that he would 
send forth labourers into his harvest.” 


(Luke 10:2.) 


ROGER A. FREEMAN 

Special Assistant to the Governor 
The State of Washington 
Executive Department 

Olympia, Washington 


he gradually assumes a habit of simple fault- 
finding. Such a man is generally a hindrance 
rather than a help to the work of good govern- 
ment 

* Dwight D. Eisenhower addressing the New 
York Herald Tribune Forum on Oct. 25, 1949. 
(Vital Speeches of the Day, Nov. 15, 1949 ) 

* Eric Johnston talking to the Kiwanis Inter- 
national, June 23, 1949. (Vital Speeches of the 
Day, August 1, 1949.) 

* From Father Keller's excellent book ‘“Gov- 
ernment Is Your Business,’’ Garden City, N. Y. 
1951—a book that should be read by every 
citizen 
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The Thinking Machine 


0 | American Bu siness 


IT TAKES WORK 
OUT OF FIGURE-WORK 








NORTHWEST AIRLINES 
USES FRIDENS 

WRITES L.S. HOLSTAD, TREASURER, 
NORTHWEST AIRLINES, INC.: “We 
have used the Friden Caleulator 
for years in our Accounting and 
Operations Departments, for day 
to day accounting problems as 
well as in conversion of foreign 
currency of countries through 
which we operate: in computing 
costs per plane mile, per ton 
miles flown, and various statis 
tical information we require: for 
the multiple problems of over- 
head allocation which arise in 
distributing costs to domestic 
and international operations.” 


© Friden Calculating Machine Co., Inc. 


Fi 


Simplifies 


“Big Dy 


@ In the “big 3” figure jobs of every 
business — payroll, inventory and 
invoices — the Friden fully-automatic 
Caleulator produces complete, accurate 
answers with fewer operator decisions 
than any other calculating machine. 
It speeds all kinds of computation, 
including interest and percentages, and 
the figure problems of industrial engi- 
neering and shop production. The most 


“Soe 


th 


° Figure Chores 


complex calculations are simple and 
swift on the Friden Caleulator. And so 
automatic at every step—no special 
operator training is required! 

Business firms and industrial plants 

large or small, and no matter how 
specialized become instantly more 
efficient when Friden takes over the 
figuring. Time-savings quickly pay the 
cost of the machine! 


ovu a Fridow, Call in the Friden Man near you and learn Friden applications 


to your business. Friden sales, instruction and service available throughout the U.S. 
and the world. FRIDEN CALCULATING MACHINE CO., INC., San Leandro, California 





@ Standard Federal Tax Reports—Old law, new 
law, the accepted reporter on federal taxes for rev- 
enue — ‘for the man who must have everything.” Swift 
weekly issues report and explain unfolding federal tax 
developments. Current subscription plan includes 7 
loose leaf Compilation Volumes and companion Internal 
Revenue Code Volume. 





£ACH TOPS IN ITS FIELD 


VY Federal Tax Guide Reports — Compact and 
understandable, here is the dependable reporter on 
the federal taxes of the ordinary corporation, the aver- 
age individual, partnership, trust or estate. Two loose 
leaf Compilation Volumes included without extra charge 
start subscribers off right. Up-to-date throughout; 
indexed toa “T”. 


@ 1953 CCH Federal Tax Course — Authentic tax training, brush- 


up, and reference course in one handy volume. Explains federal 


taxation, with emphasis throughout on income taxation. Pertinent new 


tax changes reflected throughout the text, with latest rates and pro- 


visions woven into problems and solutions, examples, and the like. 


Write for Complete Details 


COMMERCE. CLEARING. HOUSE, INC.. 


PUBLISHERS OF TOPICAL LAW REPORTS 


CHICAGO 1 
214 N. MICHIGAN Ave 


WASHINGTON 4 
1329 E StReeT, N. W 


New YORK 36 
522 FIFTH Ave 





Christmas and Taxes 

How many readers 
perts on taxes—-are aware that the only time faxes are men- 
tioned in the Bible is in the following important passage: 


all of us taxpayers and many ex- 


“And it came to pass in those days. that there went out a decree 
from Caesar Augustus, that ali the world should be taxed. (And 
this taxing was first made when Cyrenius was governor of Syria.) 
And all went to be taxed. every one into his own city, And 
Joseph also went up from Galilee, out of the city of Ne 
into Judea, unto the city of David, which ts called Bethlehem, 
(because he was of the house and lineage of David.) To be taxed 
being great with child. And so it 


avel) 


with Mary his espoused wife, 
was, that, while they were there, the days were accomplished that 
the should be delivered. And she brought forth her first-born son 
and wrapped him in swaddling clothes, and laid him in a manger 


because there was no room for them in the inn.” LUKE 2: 1-6 


Perhaps the best wish any of us can make, in a world be- 
set with problems, is that the taxes we pay can be connected 
with an event of as great benefit to mankind as this one 
chronicled in Bethlehem. 


Trading Through Slits in the Iron Curtain 

If European businessmen cannot sell to us they'll sell ke) 
items to Russia. 

That's the unpleasant reality facing legislators who must 
think about tariffs. The prospect of American industries un- 
protected in the face of foreign competition, with a low la- 
bor cost, is likewise unpleasant. National military safety 
versus national economic safety, it would appear. 

Somewhere between these extremes lies a medium point 

perhaps not a happy medium—a workable compromise 
between the two unpleasant possibilities. The problem de- 
serves thought by every controller whose company faces any 
foreign competition. He is—or soon may be—in a position 
of advising on the stand his industry should take 
pricing policy. He may be the one designated to answer a 
Federal Tariff Commission questionnaire designed to com- 
pare U. S. and foreign costs. 

A recent report by the Detroit Chamber of Commerce, 
sponsored by a number of business leaders in that city, goes 
even farther. They recall that many of the originators of the 
protective tariff argued that its value was to permit the 
growth of infant industries to the point where they would be 
able to compete on a world basis. Even after allowing for 
lower wage rates in most other parts of the world, these De- 
troit businessmen believe that our machine and general pro- 
ductivity are such that most of our industries can now con- 
sider themselves mature and able to compete. It certainly is 


or on 


a new day when northern manufacturers are leading the 
move toward freer trade and some businessmen in the tra- 
ditionally low tariff southern states look with doubt on efforts 


to decrease tariffs. 


Electronic Accounting Learns Its ABC’s 


Controllers attending their Institute's Annual Convention 
in Detroit heard presentations on electronic accounting by 
representatives of two of the largest makers of accounting 
machines. These talks revealed a striking advance from the 
state of the art only ten months earlicr—at the beginning of 
1952. At that earlier stage, engineers had trouble in describ- 
ing what they were doing and what they hoped to accom- 
plish. The description of any given unit or assembly of 
equipment was likely to be cumbersome 

“Access Time” in micro seconds is as unfamiliar to the 
businessman today as volts and kilowatts undoubtedly were 
to the average layman in 1890. Tomorrow this phrase—and 
other terminology of electronic equipment—will undoubt- 
edly be as common parlance as volts or horse power ratings 
are today. 

No one ever made much headway with any engineering 
or scientific problem until he established units of measure. 
This stage of development of terminology is a natural phase 
and a favorable omen 


Are You Hiring Brains or Knowledge? 

In olden days a college education was valued for the 
knowledge that the student accumulated. Then came a cycle 
of educators who emphasized training in the ability to think 

typified by the late great Charles W. Eliot of Harvard. 
Back swung the pendulum in the direction of knowledge, 
typified by the rise of all sorts of specialized vocational edu- 
cation 
knowledge in a specialized field. 

Today we see the pendulum swinging in the opposite di- 
rection. The philosophy of basic education voiced by a num- 


college courses designed to give students specific 


ber of college presidents in recent years is in harmony with 
the declaration of the Education Committee of Controllers 
Institute that a broader base and better knowledge of com- 
munications is more needed by students than detailed addi- 
tional training in the techniques of accounting. 

Perhaps this reflects a fundamental change in the condi- 
tions with which human beings must cope. When the fron- 
tiers of human knowledge were expanding at a rather lim- 
ited rate, the knowledge gained from a four-year course at 
a university might last a man a lifetime—except in one of 
the rapidly growing fields of science. Today with the fron- 
tiers of human knowledge expanding at a seemingly increas- 
ing rate—with new scientific and engineering wonders re- 
vealed in apparently increasing frequency—the story is 
different. The knowledge gained is so quickly out of date 
that the ability to learn, and to think, and to express 
thoughts, becomes relatively more important with every 
passing day. Without those abilities how can one keep up 
with even a small segment of this expanding universe of 
knowledge? WALTER MITCHELL, JR. 
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We would welcome the opportunity to 
assist you in the development of appro- 
priate provisions for a retirement 


or other employee benefit program. 











Without expense or obligation on your 
part, we would study your personnel 
data and submit a report including 


cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 


Telephone HAnover 2-9800 














The Coming of Age 
of Clerical Cost Control 


Richard F. Neuschel 


Wits I WAS first getting my start in 
the business world, I heard a speaker 
say something I have never quite sae 
ten. He was talking of the advances in 
management techniques that had taken 
place since the turn of the century in each 
of the functional segments of the typical 
business organization. He spoke first of 
production, then of sales, then of engineer- 
ing, and so on. When he finally came to 
the field of clerical and other administra- 
tive activities, he said, “Our thinking in 
the office area is at least 20 years behind 
the rest of the business.” 

That thought surprised me a bit at the 
moment, but later I discovered that it 
clearly was not unique. Since that first ex- 
perience, I have heard the same opinion 
expressed many times and in many differ- 
ent ways, but always with the same con- 
viction. A great many people seem to be- 
lieve that of all the functional elements 
comprising modern American business, 
the office area has been the last to feel the 
full effect of what we call scientific man- 
agement. 

We all know, of course, that the appli- 
cation of scientific management techniques 
to factory operations has become fairly 
commonplace. It began over 40 years ago 
in the form of elementary motion analysis 
at the workplace. Since then it has ex- 
panded in many companies into a contin- 
uous program of systematic analysis cov- 
ering all se of production—not just 
the manufacturing process itself, but also 
such elements as tools and machines, plant 
layout, flow of work, materials ieidline 
methods, and the like. 

More recent years have seen similar 
techniques applied to the distribution 
function in the form of market research 
and to the industrial relations function in 
the form of personnel research. 

But, with a few outstanding exceptions, 
no such thorough-going me continuous 
effort has been made to control the basic 
causal factors of clerical expense. 


THE LAG IN CLERICAL COST CONTROL 


It is true, of course, that most com- 
panies today make some kind of conscious 
effort to improve their office operations. 
Yet we find, in nine cases out of ten, that 
these efforts are either sporadic or super- 
ficial or both. For example, in many organ- 
izations attention is given to improving 
procedures and clerical methods only un- 
der the stimulus of an office equipment 
salesman, a cost reduction drive, or some 
kind of breakdown in the services ren- 
dered by the office. (Most of us at one time 
or another have experienced these spasms 
of reform and efficiency.) Then, too, in 
some of the same or in other companies 
we often find that improvement efforts in 
the office begin and end with installation 
of the most modern office equipment, func- 
tional furniture, good lighting, and other 
purely physical improvements. These 
things, of course, are important, but they 
definitely are not the most important and, 
by themselves, they represent only a scratch 
on the surface. 

The general result of this approach is 
that the whole field of clerical cost control 
stands today as one of the least exploited 





RICHARD F. NEUSCHEL received his bachelor of arts de- 
gree from Denison University and his master of business ad- 
ministration degree from Harvard School of Business Admin- 
istration. As an associate manager of McKinsey & Company, 
New York management consultants, he specializes in organ- 
ization, management controls, and systems and procedures 
studies. Before joining McKinsey in 1945, he was general 
procedures director of Sperry Gyroscope Company. He is 
author of “How to Take Physical Inventory” and “Stream- 
lining Business Procedures,” both published by McGraw-Hill. 
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profit-improvement opportunities in the 
average American business. 

Notwithstanding this fact, real progress 
has been made—particularly during the 
last decade—in refining the methods and 
techniques of clerical cost control. Actu- 
ally, a great deal of trial and error experi- 
ence has been gained in this area; a good 
bit of creative thinking has been applied 
to the problem; and the basic approach or 
method of attack has been quite carefully 
tested. All this means that we are no longer 
in the position of needing some pioneer to 
figure out the way and then show it to us. 
The problem is not one of research engi- 
neering but one of application engineer- 
ing. American business generally needs to 
harness its energy to doing the kind of job 
that a few progressive and well-managed 
companies have shown clearly can be done. 

The purpose of this article is to draw a 
picture of what we see being done in this 
area and how the leaders in the field are 
tackling the job. 

First, however, in order to keep the pic- 
ture in clear focus as it is being developed, 
let me stress these two points: 


1. What I have to say does not apply ex- 
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clusively to big businesses or to mass pro- 
duction in the office. One of the most ef- 
fective controls I have ever seen over cleri- 
cal costs exists in a company with a payroll 
department of three people, a billing de- 
partment of six, and other departments in 
proportion. 

2. In using the term “clerical cost con- 
trol” I am not referring simply to methods 
analysis or forms control or work simpli- 
fication. From time to time you have all 
made office surveys of one sort or another. 
As part of these studies you probably pre- 
pared work distribution charts or process 
flow charts. And, according to the time- 
worn formula, you asked yourself “What ? 
Who? Why? When? How?” As a result 
of these steps you probably eliminated, 
combined, or rearranged certain clerical 
operations ; you may have developed some 
new methods, introduced more modern of- 
fice equipment ; and so on 


All these various steps, of course, are 
important. They seldom fail to produce 
worth-while savings or improvements. 
Yet, in our work, we find that within the 
typical company these measures really rep- 
resent a sort of random hacking away at 
isolated segments of the clerical cost con- 
trol problem. They are worth while indi- 
vidually but seldom, in total, do they add 
up to an effective program of over-all con- 
trol. 

That brings us to the first key point to 
be reported: Among companies that are 
leading the way in this field, the most dis- 
tinctive feature of their clerical cost con- 
trol program is that it is complete, highly 
integrated, and well balanced. It has been 
developed according to some carefully 














thought-out scheme into which all the 
parts fit like pieces of a jigsaw puzzle. It 
is founded on a real understanding and 
recognition of the factors that determine 
how large your clerical costs are going to 
be. And so, essentially, the program repre- 
sents a breaking down of the whole con- 
trol job into its key elements—each of 
which has to be controlled individually in 
order to achieve satisfactory over-all re- 
sults. 


A FIVE-STEP APPROACH 

Now let’s take a look at what these in- 
gredients of the over-all job are. Expressed 
in terms of a formula for action, here is 
how the program is made up: 


1. Re-evaluate the work to be done. 

2. Analyze those indirect factors that 
affect the complexity or volume of work. 
3. Determine how the essential work 
should be done. 

4. Determine how many people are 
needed to do it. 

5. Maximize the productivity of the in- 
dividual worker. 


Now that looks fairly simple and obvi- 
ous. Taken individually, there is nothing 
particularly new in any one of these steps. 
Yet I have seen this formula in use in 
enough companies to assure you that the 
intelligent and continuing application of 
all these steps as parts of a balanced pro- 
gram can produce spectacular results. 
Sometimes these results take the form of 
faster action, sometimes tighter control; 
but most often sharply reduced administra- 
tive costs. Not infrequently these savings 
total 25 to 30 per cent of the salary costs 
in the areas studied. 





‘Now, first of all, will | have to pay a tax?” 
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So much for the outline. Now, in get- 
ting down to specifics, let us look at each 
of these five steps individually in order to 
see what it really means and to consider 
some of the ways that it might profitably be 
applied. 


IS THE JOB WORTH DOING? 

The first step is to re-evaluate the work 
to be done: Here, of course, the objective 
is to eliminate all unnecessary or unprofit- 
able work or work of marginal value. This 
sounds fairly simple but, unfortunately, it 
is not. In fact, it is very much the hardest 
of the five steps in our formula. The reason 
is that the head of any kind of office activ- 
ity does not have to show a profit on his op- 
erations. That might seem to be an advan- 
tage, yet it is one of the greatest crosses 
that a supervisor of clerical activity will 
ever have to bear. It does more to inhibit 
clear, objective thinking than any other 
barrier he will ever be confronted with. 

In the face of this built-in obstacle, how 
does one go about determining what is un- 
necessary or unprofitable and what is of 
marginal value ? 

The answer, in part, is that our whole 
point of view must be a bold one instead 
of the typically cautious one. We must de- 
velop a real willingness to challenge every- 
thing that is being done instead of defend- 
ing it. And, of course, as the other side of 
the same coin, we must be ready to take a 
few calculated business risks. 

Secondly, to do a good job in this area 
requires sharp judgment because in evalu- 
ating a function it is easy to fall into the 
trap of mistaking reasons for justification. 
The real test of necessity is not simply to 
determine whether a given function serves 
some useful purpose. Actually very few 
activities will fail to pass so limited a test 
as that. Just about everything that is done 
serves some purpose or produces some 
value. Yet it is so often true that anyone 
defending a given activity begins with an 
explanation of why it is performed and 
ends with a recitation of the disasters that 
will result if it is eliminated. 

No, the real test of necessity is whether 
or not the benefit produced by the activity 
is greater than its cost. In its simplest form 
it is essentially a matter of utility-cost re- 
lationship. Hard, honest digging in this 
area can produce some surprising and prof- 
itable results. This is particularly true if 
we are not afraid to challenge some of our 
most hallowed business practices. Very 
often our most sacred idols are the ones 
that turn out to have clay feet. 

As an illustration, a few years ago one 
of the country’s largest mail-order houses 
adopted the practice of destroying all cor- 
respondence, shipping papers, and other 
documents associated with an order as soon 
as shipment to the customer had been 
made. Quite obviously this practice sub- 
jects the company to a certain risk that it 
did not face when it retained these records. 
But a careful study, conducted over a con- 





siderable period of time, revealed that the 
cost of filing and storing and searching 
through this tremendous volume of papers 
was greater than any losses that would re- 
sult from not retaining positive evidence 
of shipment. 

Opportunities similar to these exist to 
a Varying extent in almost every company: 
existing procedures may contain a good 
many ‘frills and luxuries’’ that just do not 
produce real value. Or many of the statis- 
tics that are developed may have only lim- 
ited historical value instead of actually 
helping to control current operations. 

In other cases, countless reports may be 
prepared, distributed, read, and filed with- 
out anyone's ever having asked, “Specifi- 
cally what could happen that this report is 
aimed at controlling?” Or, as still another 
illustration, hundreds of man-hours may 
be spent in filing copies of letters that 
simply answer routine questions, impart 
general information, or otherwise have no 
continuing value. 

And because these conditions exist, you 
will discover that if a thorough and open- 
minded reappraisal is made of what work 
really needs doing, you will seldom fail 
to come up with some major eliminations. 


WHAT ARE THE HIDDEN CAUSES 
OF COMPLEXITY OR WORK VOLUME? 

Step two in our five-step formula is to 
analyze the factors, requirements, and at- 
titudes that affect the complexity or vol- 
ume of work. Very often the cost of a cleri- 
cal activity is less governed by the method 
of carrying it out than it is by such indirect 
factors as company policies, the require- 
ments and practices of other departments, 
or the administrative goals that specify the 
speed or quality of performance required. 

For example, two of the most common 
causes of complexity in business proce- 
dures are lack of well-defined policies and 
laxness in enforcing policies. Whenever 
one of these conditions exists, it always 
means a large number of exceptions to the 
normal routine for carrying on the activity 
in question. This, of course, always means 
special handling, extra records, complex 
controls, more errors, delays in the process- 
ing of work, and so on. 

As an example, this is what happened 
not so long ago in one of the large medical- 
service insurance organizations. It is one 
of those companies that offers several dif- 
ferent types of policies covering physi- 
cians’ fees both on an individual basis and 
on a group-insurance basis. 

The company grew quite rapidly and at 
the height of its growth the chief executive 
learned that the office end of the business 
had fallen weeks behind in its billing 
work, that the volume of billing errors 
had risen sharply, and that the company 
had recently lost a couple of large group 
accounts because its own records were so 
completely tangled. 

At that point, the company put on more 
clerks, made some procedure and method 





NEW TOOLS FOR THE CONTROLLER— 

a new booklet recently published by Controllers Institute in- 
corporates papers presented at the 21st Annual National 
Meeting in Detroit, October 5-8, 1952. Included are 


I ELECTRONIC ACCOUNTING 


Electronic Equipment from the Practical Viewpoint 


By G. A. Roberts 


“The ‘Electronic Controller’ Weds Operating and Accounting 


By Harold F. van Gorder 


“Electrons at Work’’—By Ralph E 


‘idem 


Electronic Instrumentation in Modern Industry 


By Verne C. Kennedy, Jr. 


Electrical Measurements for Accounting Purposes’ 


By W. A. Black 


Il PROCEDURES 


“Some Aspects of Expense Control’—By H. R. Pease 
Guide Posts to Planned Profit Control’ —By L. A. Seder 


Copies are available at 50 cents each from Controllers 
Institute, One East 42nd Street, New York 17,N. Y. Add 


city sales tax if order is for 


changes, and took various other steps to 
improve performance within the account 
ing and billing areas. This resulted in some 
slight improvement but the basic problems 
still persisted. Only then did everyone be- 
gin to realize fully that the billing and ac- 
counting activities simply had not been 
able to keep pace with extremely complex 
and widely varying sales practices. This 
was the real underlying cause. The com- 
pany had grown so rapidly that clear-cut 
policy decisions had never been made on 
many sales matters. Hence, on-the-spot de- 
cisions were continually being made on an 
individual basis. And even where policy 
decisions had been reached, they were not 
reduced to writing in any permanent form 
The general result was that agents had 
widely different concepts of their author- 
ity to commit the company on prices and 
discounts, on billing and payment arrange- 
ments, on conversion from one type of 
service to another, and on similar matters. 
When attention was clearly focused on 
these facts, the company undertook an in- 
tensive program of policy review and de 
velopment. A by-product of this program 
was a written manual outlining the scope 
and application of each sales policy. Only 
after this had been prepared did the com 
pany begin to achieve the uniformity of 
practice that is essential to procedures 
standardization and simplification. 
Another illustration with wider appli- 
cation involves a large processing company 
whose maintenance and operating stores 
consists of approximately 25,000 items. 
Under the pressure of a company-wide 
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program to reduce inventory investments, 
the storeroom was following a policy of 
ordering only a 90-day supply of all items 
but standby parts 

A study showed, however, that on a 
great majority of these items, the acquisi- 
tion costs of a 90-day inventory were much 
greater than the carrying costs. (By acqui- 
sition costs, | mean the clerical and other 
costs of purchase requisitioning, pur has- 
ing, receiving, and paying for the item.) 

Based on these facts, the company di- 
vided its stores inventory into three classes 
of items and established for each a differ- 
ent number of months’ supply to be car 
ried—ranging from three to 12 months. 
This raised inventory investment costs 
slightly but it reduced clerical costs suffi- 
ciently to produce a sizable saving in the 
combined total of carrying and acquisition 
costs. 

Now, of course, all opportunities to cut 
clerical costs are not so far reaching as the 
two described. But, at the same time, some 
Opportunities of this type can usually be 
found in every company. For example, you 
can often achieve sizable savings merely 
by making relatively minor adjustments 
in internal operating policies, in account- 
ing practices, in completion deadlines, in 
speed and accuracy requirements. 

THE EXTRAVAGANCE OF 
PERFECTIONISM 

While we are considering this subject 
of factors affecting the complexity or vol- 
ume of clerical work, we might as well face 
squarely a common related problem: One 
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CONTROLLERS ON CONTROLLERSHIP 


The article on ‘‘The Controllership Function—A Modern 
Concept” by James L. Peirce, vice president and controller 
of A. B. Dick Company, Chicago, that appeared in our 
September 1952 issue called forth these comments from our 
readers in “Letters to the Editors’: 


WRITTEN WITH GREAT FINESSE 
‘I am writing this in a personal capacity rather than as the presi- 
dent of Hamilton Control of Controllers Institute in reference to 
the article by James L. Peirce. I have read this article two or three 
times and I like it so much that I thought I would drop you a line. 
In the first place Mr. Peirce’s paper is beautifully worded and has 
been written with great finesse, and I think he is to be congratu- 
lated not only in the conception, as he has put it, but in the presen- 
tation. In placing the controller's role not only before active 
management, but also before the educational group from high 
school through university, I can think of no better medium than 
Mr. Peirce’s article. If there are any tear sheets available, I would 
appreciate getting hold of some of them, up to the number of 50.” 
M. S. SUTHERLAND, secretary-treasurer, Burlington Steel Com- 
pany, Limited, Hamilton, Ontario, Canada 


TIMELY ARTICLE 

“The Office of Navy Comptroller is engaged in assembling 
timely articles relating to budgetary control as a managerial re- 
sponsibility. Such articles are frequently reproduced and distrib- 
uted to installations currently being financed under the Navy 
Industrial Fund. We would therefore appreciate receiving per- 

mission to reproduce the article by James L. Peirce . . .” 
-N. P. Cassipy, assistant comptroller, Department 
of the Navy, Washington, D. C. 


A JOB THAT NEEDED DOING 

‘I have already written James L. Peirce congratulating him on 

his article . . . however, I want to tell you also that I think it is 

a substantial contribution to the literature on controllership. It 

is a job that needed doing and I think he has done an exceptionally 
good job.” 

C. J. KUSHELL, Jr., director of finance, The Port of 

New York Authority, New York, N. Y. 


EXECUTIVES’ COURSE 

In reading the September issue, I was very much interested in 

the article by James L. Peirce. . . . May I have your permission 

to reproduce certain excerpts from this article in mimeograph 

form for use in our course, ‘Management Problems for Execu- 

tives’? Your approval for this purpose will be greatly appreci- 
ated.” 

C. L. VAN SICKLE, coordinator, Management Problems for 

Executives, The University of Pittsburgh 


Reprints are auailabde of ‘The Controllership Func- 
tion—A Modern Concept” by James L. Peirce at the follow- 
ing prices: Single copy, 25c each to nonsubscribers—free 
to subscribers; 2-25 reprints, 25c each; 26-100 reprints, 15¢ 
each. Address “Reprints’——-THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. Please add sales 
tax if order is for delivery in New York City —The Editors 
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of the most expensive luxuries in which 
many accountants indulge is their preoc- 
cupation with detail and their desire for 
precision. 

It is one of the real occupational haz- 
ards that all supervisors of paper work 
face. The more conscientious they are, the 
more they tend to be perfectionists. And 
yet, unfortunately, perfectionism can be 
extremely expensive. 

To cite a parallel situation by way of 
illustration, I recall that during World 
War II, I heard a speaker talk of the basic 
conditions that had increased the cost of 
modern warfare so astronomically. One of 
the principal points he made was that a 
relatively modest percentage improvement 
in the performance of our weapons very 
often represented our margin of victory 
over the enemy. Yet this small improve- 
ment in performance might have increased 
the cost of the weapon tremendously. 

As an example, he cited the fact that in- 
creasing the speed of our fighter aircraft 
from 250 to 350 miles per hour increased 
the cost several hundred per cent. And he 
concluded by saying, “Speed is unfortu- 
nately a most expensive commodity. It is 
the same in battleships, motor cars, race 
horses, and some women. A relatively 
small increase in speed may double the 
price of the article.” 

Like speed, perfectionism, too, is an ex- 
pensive commodity. So we must be wary of 
insistence on exactness when the situation 
does not require exactness. In more cases 
than not, rounded figures or informed es- 
timates will do—and there is nothing un- 
respectable about them, however much 
they may violate our desire for definite- 
ness or precision. It is often better to hire 
someone to sweep the floor than to develop 
the perfect system that will keep 400 peo- 
ple from dropping things on the floor. 


WHAT IS THE BEST METHOD 
OF DOING THE REQUIRED WORK? 

By the time we reach this point in the 
over-all improvement process, we should 
have exploited fully the first two steps in 
the formula. If we have done a good job, 
we presumably will have discontinued, by 
now, all but the essential and profitable 
work and we will have modified the poli- 
cies, accuracy requirements, and other in- 
direct factors that result in increased cleri- 
cal costs. What this all amounts to is that 
by now we have the activity under review 
fairly well shaken down. 

Thus, logically, the third step is to de- 
velop a simpler, less costly, or faster way 
of performing the operations that remain. 
This is the methods phase of the over-all 
job. It is essentially a matter of selecting 
the best manual or mechanical means of 
doing the required work—considering the 
work volume, speed requirements, and so 
on. This is subject enough for an article by 
itself. We will skip over it lightly, how- 
ever, in order to devote more space to one 

(Continued on page 586) 





there’s a Somewhere in your office, maybe 

you could write certain records at twice 
the present rate — at half the cost per 
finished document — with Standard’s 


business forms and paperwork 
simplification devices. 





These devices for simplifying the writing 
process make a big difference in 
*‘paperwork”’ costs — and so does the 
analysis and planning behind Standard 
: / Register business forms. For Standard's men 
concern themselves with the system's ; 
. sé ’ purpose and the whole procedure, to 
in paperwor cos S . develop better-working papers. 
And Standard’s-40 years of form design 
experience and ‘‘know-how’”’ in 
producing top quality business forms 
save hundreds of needless operations for 
93 of America’s 100 largest firms, 
and thousands of others. 


* . ’ 

for instance: Standard’s DUAL FEED ee 
Standard's Dual Feed on your business Standard Register in your city, Or 

machine makes possible continuous, automatic write The Standard Register Company, 
operation in the preparation of two 111 Campbell St., Dayton 1, Ohio. 


different forms as one. 


Standard Register 


= BUSINESS FORMS 


= Paperwork Simplification 





“Figgering” the Market 


Frank H. Roly 


FIGURE 1 


A’ MOST EVERYONE will agree that a 
MEN + ANIMALS + MACHINES = 


planned activity has a better chance for 

success than random action, but there are 
many differences of opinion as to just 
what form the planning should take and 
who should do it. Usually all elements of 
an industrial concern do a certain amount 
of planning, but a common base is fre- 
quently lacking—thus the qvestionable re- 
sult 

For example, the Sales Department 
might plan and execute a promotional pro- 
gram that cannot be supported by Engi- 
neering or Production. In a similar man- 
ner, Engineering could easily design a 
product that cannot be produced at the 
going price and doesn't satisfy market re- 
quirements. Finally, Production may turn 
out equipment in quantitics far greater 
than can be sold. Certainly these three ma- 
jor segments ot any business organization 
must use the same planning base and pos- 
sibly it's a responsibility of the fourth 
major segment (Accounting or Treasury) 
to help supply that bas« 

In manufacturing, it has been said that 
everything starts with the sale—so that is 

good starting point for planning. 

How large ist 

What features are required ? 

What is the going pr. 


How and where do we get answers to 
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he market? 
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such questions ? On accepted approach is 


Figure 1. Machines are the secret 
of productivity—and they require 
large amounts of electrical power. 


FRANK H. ROBY entered the Square D Company as a stu- 
dent in the field engineer training program after receiving 


his B.S.E.E. degree from Purdue University in 1933 and 
successively held the posts of assistant sales manager of 
the Industrial Controller Division at Milwaukee (1938); 
sales manager of the Division following three years of mili- 
tary service (1942-1945); assistant general sales mana- 
ger (1948); general sales manager (1949); and in 1951 
was elected vice president in charge of sales and a di- 
rector with responsibility for all marketing activities. 
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to try to find out what people eed. That's 
the real market. 

Needs vary with the economic situation, 
so we might as well use that as a starting 
point. Our present situation is pretty well 
defined in the form of an announced gov- 
ernment program. The gross national prod- 
uct in 1950 was approximately $283 bil- 
lion. This was increased to $330 billion in 
1951, largely to provide for national se- 
curity in addition to a healthy civilian econ- 
omy. The job is not done and if all objec- 
tives are to be reached, the gross national 
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FIGURE 2. Our electrical generat- 
ing capacity is being expanded in 
anticipation of a continuation of the 


trend t “electrical living.” 
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in 1952 and $363 billion in 1953. How + ~ — SS eee 
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Natural resources have been plentiful 
in the past, but now tend to limit rather 
than implement national production. Re- 
serves of basic elements are being de- 
pleted rapidly. New machinery and proc- 
esses must be applied to permit the use 
of low grade ores and provide suitable FIGURE : 
substitutes for other scarce material. 

Manpower is also limited. Although 
our population continues to increase, the 
rate will by no means support production 
increases necessary to the program under 
discussion. The present unemployment ts 
at a minimum level when times are near 
normal (no strikes, etc.). Some manpower 
has been diverted to staff necessary mili- 
tary defense organizations. Those remain- 
ing in the civilian economy cannot main- 
tain, let alone increase, the national pro- 
duction, unless they have help—mechani- 
cal help. 

Machines are the only permanent an- 
swer. One hundred years ago, animal 
power supplied four-fifths of the energy 
required for national production. Now it 
is less than 39, and manpower contrib- 
utes an equally small amount. Machine 
power represents 94 of the total and will 
represent at least 96% by 1960. See Fig- 
ure l. 

Machine power is largely electrical. 
Therefore, we must look forward to con- 
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tinually expanded generating capacity. 
Figure 2 will show that the necessary elec- 
trical growth has occurred since 1906 and 
is projected into the future. Then, our 
planning should be properly tied in with 
that growth. 

It is not enough to know that electrical 


FIGURE 3. There are many seg- 
ments of the electrical equipment 
market, but each can be evaluated 
with respect to the over-all system. 
FIGURE 4. Not only is electrical 
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equipment directly related to the 
total economy, but the trend toward 
“electrical living” is accurately re- 
flected in growing percentage of the 
economy. 
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generating capacity will increase at a cer- 
tain rate. For any specific segment of the 
Electrical Industry to plan, it must have 
some idea of its relationship to the over- 
all picture. Figure 3 is a sketch of a typi- 
cal electrical transmission and distribution 
system. We can see the interrelationship 
of the various parts. Proportion of each 
with respect to total can be determined 
with further study. 

Figures do support the belief that pro- 
ducts of the Electrical Manufacturing In- 
dustry are directly related to the gross na- 
tional product. Take a look at Figure 4, 
and note particularly the favorable trend 
which is certain to extend into the future. 
Then look at Figure 5 and sce the projec- 
tion of gross national product into the fu- 
ture. Together, they give rather definite 
information about the total electrical 
equipment market. 

Now a question might be raised as to 
whether or not the over-all trend can be 
related to specific segments of the industry. 
Here's a test case in the form of generat- 
ing equipment. A logical relationship 
should exist between such equipment and 
planned additions to existing capacity. 
Figure 6 tells the story. 


FIGURE 6 
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FIGURE 5. Our Government's plan 
is to step up the economy so as to 
provide for military requirements 
without reduction in civilian stand- 
ard of living. Fulfillment of it will 
take even more electrical equip- 
ment. 

FIGURE 6. Production of power 
generation equipment must neces- 
sarily be tied in with additions to 
generating capacity—and they are 
planned months or years in ad- 
vance. 

FIGURE 7. Interior distribution and 
lighting equipment is building mate- 
rial, and new construction can be 
anticipated to some degree. 


As a further indication of means for 
interpreting specific industry requirements, 
let's look at two other graphs showing in- 
terior distribution and lighting equipment 
plotted against new construction (Figure 
7) and industrial electrical apparatus 
plotted against durable goods (Figure 8). 
If such market indices are found to “lead” 
sufficiently, we have an excellent means 
of guiding future course of action. 

Data of the type discussed are pretty 
general. Companies need something more 
specific with respect to their products. 
NEMA statistics fill that gap. Some sub- 
divisions of NEMA have more compre- 
hensive programs than others. Sections de- 
voted to the two segments of the market 
in which we are interested are all quite 
active. Possibly, the Industrial Control 
Section has done the most comprehensive 
job. On a quarterly basis, it collects statis- 
tics in significant market groupings on 
shipments made during the previous quar- 





ter, as well as new orders received, back- 
log and forecast for three quarters ahead. 
Now considerable work is being done on 
end-use categories. 

Having data of this type available, it is 
possible to make up trend charts that do 
have direct bearing on an individual com- 
pany’s business activity. Here are two ex- 
amples prepared by the Industrial Control 
(Figure 9) and Distribution Equipment 
(Figure 10) industries for NPA while 
making application for materials before the 
Controlled Materials Plan was introduced. 
We have made similar plots for our own 
company and thereby are able to evaluate 
our progress with respect to the industry 
as a whole, as well as to determine future 
expectations in rather specific terms. 

There is now an over-all NEMA Com- 
mittee established to study the possibility 
of collecting inventory statistics down to 
the dealer level. With such information 
available, it might be possible to avoid the 
tragic error made by the Television In- 
dustry. While operating at the rate of 


at 


FIGURE 8. Industrial electrical ap- 
paratus goes with machinery and 
equipment used to produce durable 
goods. Reasonably accurate fore- 
casts can be made. 

FIGURE 9. Normal growth rate of 
the industrial control segment of the 
electrical equipment market can be 
determined from a plot of price-ad- 
justed figures on backlog and ship- 
ments over an extended period of 
time. Wars and other artificial situ- 
ations can be expected to produce 
deviations above and below the 
line, but the trend remains. 

FIGURE 10. Similarity of the low 
voltage distribution equipment 
growth rate to the industrial control 
rate is understandable in view of 
interrelationship of the two markets. 
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INDUSTRIAL ELECTRICAL 
: APPARATUS 


WMDELES 


MANUFACTURERS SHPTS. — 


. 


~—— TOTAL CONS 
EXPENDITURES 


1945 


FIGURE 8 


3,000,000 sets, they felt the pressure of 
increased buying and gradually increased 
production to a 10,000,000 set rate. Im- 
mediately thereafter, it became necessary 
to drop to a 2,000,000 set production level. 
After inventory statistics became available, 
it was quite evident that the public had 
been purchasing sets at a relatively steady 
5,000,000 rate during the entire two year 
period of widely varying production levels. 

Within any one company, it is possible 
to become more specific with respect to 
market research. In each of the two 
broad industry product groupings, we 
have approximately 30 so-called “‘statisti- 
cal groups’ which correspond directly 
with major categories of equipment ap- 
pearing on our profit-by-lines statement. 
Each statistical group can be sub-divided 
as many as one hundred times to reflect in- 
dividual types or varieties of equipment 
within the broader categories. Percentage 
patterns are developed to show normal 
dispersion within each group. 


Market surveys are quite helpful in de- 
termining features required by customers, 
as well as price levels which they will pay. 
More and more planning work of this type 
is being done, and the results can be closely 
correlated with statistical information of 
the type discussed here. 

You can begin to see how a specific mar- 
ket can be predetermined with reasonable 
accuracy; permitting Sales, Engineering 
and Production groups to collaborate on a 
basic plan of action. Then, each individual 
of an organization can do his own plan- 
ning for “tomorrow.’’ Everyone's tomor- 
row is different. The nature of your work 
may be such that tomorrow is five years 
from now, but the shop foreman’s tomor- 
row is the next day. 

Why bother you with such a story? 
You're not responsible for markets, but 
you are for figuring—and markets can be 
figured. By helping to develop the basic 
plan of operation, you will be approachin 
the control function in business at groun 
level. 


FIGURE 10 
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“Annual Improvement Factor’ Analyzed 


Arguments for and against “ productivity” 


F PRODUCTIVITY—the so-called “An- 
| nual Improvement Factor” becomes 
the basis for a national wage formula 
under wage controls, it will multiply 
compensation problems and augment in- 
flation, according to a research mono- 
graph, “Productivity as a Factor in 
Wage Determination.” Issued at a time 
when the Wage Stabilization Board was 
reported to be considering such a policy, 
the study, which was written by Austin 
M. Fisher and Fred Rudge, of Fisher, 
Rudge & Neblett, New York and Los 
Angeles, points out that reliable statis- 
tics on actual productivity trends are 
lacking for most industries, and that the 
few which are available reflect wide va- 
riations from year to year. 

Advocates of a national wage policy 
based on productivity increases disre- 
gard these fluctuations,’ Mr, Rudge de- 
clared. “Pressure for such a formula 
stems primarily from the unions. The 
C.1L.O maintains that all workers should 
have their increases tied to a national 
productivity index regardless of the ac- 
tual growth of their own particular in- 
dustry or employer. It holds that all 


workers contribute to increased output, 
which it claims is at the rate of 4 per 
cent per annum, and that all should share 
on a nationwide basis. 

“The American Federation of Labor 
maintains that the national increase in 
productivity should be the minimum 
wage boost for all. It advocates a ‘catch- 
up’ productivity wage adjustment of 11 
per cent, based on its estimate of a 5.9 
per cent increase in 1950 and a 5.4 per 
cent increase in 1951. Both federations 
say that the reason for linking wage in- 
creases with productivity is to assure 
workers that their standard of living 
will improve as the nation’s economy 
continues to expand.” 

Management accepts the latter prem- 
ise, Mr. Rudge summarized from the 
report, but resists “imposition of a for- 
mula which would ignore the impact of 
varying economic forces and legislate 
a rate of growth, whether it was present 
or not.”’ Executives also cite the fact, he 
added, that without the use of such a 
formula, average hourly earnings rose 
723 per cent from 1890 to 1951, accord- 
ing to the BLS index, while output per 


increases are weighed in research report 


man-hour increased 351 per cent. More- 
over, such earnings exclude employe 
benefits, such as shorter hours, vaca- 
tions, pensions and other wage supple- 
ments which are paid for out of in- 
creased productivity. 


MANAGEMENT'S VIEWS 

“Another point made by manage- 
ment,” Mr. Rudge declared, “is that 
wage levels are determined by a variety 
of factors, such as business activity, price 
levels, government intervention in wage 
fixing, community wage patterns, etc. A 
national productivity formula, oppo- 
nents say, would exclude the use of such 
factors and inhibit collective bargaining. 
They aiso hold that increased produc- 
tivity is primarily the result of new capi- 
tal investment ; better management utili- 
zation of plant and equipment; inflation- 
ary and cyclical a8 research and in- 
vention ; salesmanship, etc. Management 
also maintains that others beside labor 
should profit from increased productiv- 
ity, and that part of the latter should be 
passed along to consumers in the form 
of lower prices or improved quality.” 


PRODUCTIVITY DATA BY INDUSTRY 
(From B.L.S. Studies) 


Beet Sugar: While it is commonly accepted that productivity per 
man-hour increases 2 to 3 per cent per annum, there is little rela- 
tion between this long-term, national average and the actual record 
of the beet sugar industry. Productivity changes in that industry 
ranged from minus 17.5 per cent to plus 12.7 per cent in the period 
1939-50, resulting in an over-all increase of 14 per cent for the 
period as a whole. During this time, average hourly earnings in 





that industry went up 138 per cent 

Canning and Preserving: Productivity changes in the canning and 
preserving industries ranged from minus 6.7 per cent to pilus 11.2 
per cent in the period 1939-50, resulting in an over-all increase of 
31.6 per cent for the period as a whole. During this time, average 
hourly earnings in those industries went up 157 per cent 

Cement: Productivity changes in the cement industry ranged 
from minus 13.7 per cent to plus 18.6 per cent in the period 1939-50, 
resulting in an over-all increase of 30.7 per cent for the period as 
a whole. During this time, average hourly earnings in that industry 
went up 106 per cent 

Clay Construction Products: Productivity changes in the clay con- 
struction products industries group ranged from a minus 16.5 pet 
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cent to a plus 17.4 per cent in the period 1939-50, resulting in an 
over-all increase of 23.7 per cent for the period as a whole. During 
this time, average hourly earnings in those industries went up 
126 per cent. 

Coke Industries Group: Productivity changes in the coke indus- 
tries group ranged from minus 7.8 per cent to plus 9.7 per cent in 
the period 1943-50, resulting in an over-all increase of 3.1 per cent 
for the period as a whole. During this time, average hourly earn- 
ings in those industries went up 60 per cent. 

Confectionery: Productivity changes in the confectionery industry 
ranged from minus 3.8 per cent to plus 5.7 per cent in the period 
1939-50, resulting in an over-all increase of 21.9 per cent for the 
period as a whole. During this time, average hourly earnings in 
that industry went up 128 per cent. 

Flour and Other Grain Mill Products; Productivity changes in 
the flour and other grain mill products industry ranged from minus 
7.6 per cent to plus 5.1 per cent in the period 1939-50, resulting 
in an over-all increase of 14.1 per cent for the period as a whole. 
During this time, average hourly earnings in that industry went up 
128 per cent. 

Glass Containers: Productivity changes in the glass container 
industry ranged from minus 3.8 per cent to p/us 10 per cent in the 
period 1939-50, resulting in an over-all increase of 33.9 per cent 
for the period as a whole. During this time, average hourly earn- 
ings in that industry went up 112 per cent. 

Hosiery: Productivity changes in the hosiery industries group 
ranged from minus 4.6 per cent to plus 9.5 per cent in the period 





Taxes are also a factor, the author 
added, because the Government depends 
on rising productivity to offset increases 
in the national debt. He estimated that 
the cost of mutual aid programs alone, 
excluding foreign rearmament, exceeds 
the total national increment in produc- 
tivity—assuming the latter is still meet- 
ing its traditional rate of 2 to 3 per cent. 

Contrary to wide assumption, there is 
no official government productivity in- 
dex, the monograph advises, nor is there 
any other which has been universaliy ac- 
cepted as an accurate measure of produc- 
tivity changes. The Bureau of Labor 
Statistics kept fragmentary records from 
1890 until the outbreak of World War 
II, when these were suspended. Since 
1945, BLS has kept precise records on 
2,600 representative companies in a 
score of industries, but these exclude 
most of the major fields, such as steel, 
apparel, textiles, automobile, wood- 
working, petroleum, wholesaling, retail- 
ing and so forth. 

Union claims, the report discloses, are 
based on a privately published index 
developed by John W. Kendrick of the 
Department of Commerce—''The only 
one,” the monograph declares, “which 
portrays a national trend supporting 
their contention that productivity is en- 
titled to become a determinant in estab- 
lishing wage policies.” Even the author 
of the Kendrick index, Mr. Rudge 
pointed out, has stated that its main pur- 
pose is to chart only broad national 
trends, and that, its usefulness cannot be 
extended beyond that scope. 

Regardless of all arguments which 
are leveled against it, Mr. Rudge de- 


of the annual 


here to. stay, 


1939-50, resulting in an over-all increase of 38.1 per cent for the 
period as a whole. During this time, average hourly earnings in 
that industry went up 128 per cent. 

Malt Liquors: Productivity changes in the malt liquors industry 
ranged from minus 9.8 per cent to plus 9.8 per cent in the period 
1939-50, resulting in an over-all increase of 26.9 per cent for the 
period as a whole. During this time, average hourly earnings in 
that industry went up 94.4 per cent. 

Paper and Pulp: Productivity changes in the paper and pulp in- 
dustry ranged from minus 10 per cent to plus 10.6 per cent in the 
period 1939-50, resulting in an over-all increase of 9.7 per cent for 
the period as a whole. During this time, average hourly earnings 
in that industry went up 139 per cent. 

Primary Smelting and Refining of Non-ferrous Metals: 
tivity changes in the primary smelting and refining of non-ferrous 
metals (copper, lead, zinc) ranged from minus 5.2 per cent to plus 
9.6 per cent in the period 1939-50, resulting in an over-all increase 
of 5.7 per cent for the period as a whole. During this time, average 
hourly earnings in that industry went up 118 per cent. 

Rayon and Other Synthetic Fibres: Productivity changes in the 
rayon and other synthetic fibres industry ranged from minus 1.6 per 
cent to plus 46.2 per cent in the period 1939-50, resulting in an over- 
all increase of 186.1 per cent for the period as a whole. During this 
time, average hourly earnings for all branches of the textile industry 


Produc- 


went up 169 per cent. 
Tobacco Products: Productivity changes in the tobacco products 
industries group ranged from minus 1.9 per cent to plus 8.6 per 


THE ECONOMICS OF ANNUAL 
IMPROVEMENT FACTOR 
WAGE INCREASES* 

By Jules Backman 


Readers of the study ‘Facts and Fig- 
ures for Collective Bargaining,” (pub- 
lished in 1950 by Controllership Foun- 
dation, Inc.) will find this pamphlet, 
one of a new series of economic mono- 
graphs, of deep interest. Professor Back- 
man’s study of productivity and the use 
improvement 


recognize productivity increases in the 
determination of wage rates is particu- 
larly timely. As Dean G. Rowland Col- 
lins of New York University states in 
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clared, he and his associates believe that 
“productivity as a wage determinant is 
and 
should explore the consequences and de- 
velop techniques and information for 
negotiation ‘Annual Improvement Fac- 
tor’ demands whenever the need arises. 

“Management is not presently pre- 
pared to do this,” he concluded, “‘al- 
though 88 per cent of the replies to our 
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the Foreword to the booklet: ‘This prob- 
lem has been raised anew in a number of 
collective bargaining negotiations, includ- 
ing several affecting the major industries 
of the country.” 

Professor Backman, in this study, 
shows that productivity is a major, but 
not the only factor that should enter 
into wage determination. He demon- 
strates likewise how wide discrepancies 
can develop between actual productivity 
changes, both within individual indus- 
tries and in the economy as a whole, and 
the uniform wage increases that would 
be effected by an annual improvement 
factor, however the amount of the latter 


factor to 


may be determined. 


rk University Se/ f Busi Neu York. $1.00 


recent questionnaire on this subject 
showed that almost half the 156 compa- 
nies responding expect the issue to fig- 
ure in their next negotiations—often be- 
cause their union had already raised the 
question, formally or informally. Part 
II of our monograph, now in prepara- 
tion, will be devoted to the practical 
problems involved in negotiating on the 
productivity factor.” 


that management 


cent in the period 1939-50, resulting in an over-all increase of 37.1 
per cent for the period as a whole. During this time, average hourly 
earnings in that industry group went up 127.7 per cent. 

Anthracite Coal: Productivity changes in the anthracite coal in- 
dustry ranged from minus 8.3 per cent to plus 4.5 per cent in the 
period 1939-50, resulting in an over-all decrease of 12.8 per cent 
for the period as a whole. During this time, average hourly earnings 
in that industry went up 102.6 per cent 

Bituminous Coal and Lignite Industries: Productivity changes 
in the bituminous coal and lignite industries ranged from minus 
1.2 per cent to plus 13.4 per cent in the period 1939-50, resulting 
in an over-all increase of 23.3 per cent for the period as a whole. 
During this time, average hourly earnings in those industries went 
up 127 per cent. 

Iron Ore Mining: Productivity changes in iron ore mining ranged 
from minus 13.3 per cent to plus 19.8 per cent in the period 1939-50, 
resulting in an over-all increase of 25.4 per cent for the period as a 
whole. During this time, average hourly earnings in that industry 
went up 105.3 per cent. 

Electric Light and Power: Productivity changes in the electric 
light and power industry ranged from minus 11.8 per cent to plus 
36.9 per cent in the period 1939-50, resulting in an over-all increase 
of 71 per cent for the period as a whole. During this time, average 
hourly earnings in that industry went up 84.2 per cent. 
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Selling Our Economic System 


Keaneth Smith 


LARENCE B. RANDALL, president of 
— the Inland Steel Company, is one of 
America’s ablest industrial figures. In the 
March 1952 issue of The Atlantic he said: 


"These are very sobering days for the 
American businessman. The world as 
we have known it is falling to pieces 
around us. The relentless and paralyz- 
ing creep of socialism day by day draws 
nearer to the destruction of the things 
in which we most deeply believe.” 


Jack Lait, popular columnist, said on 
February 27: “Socialism is not creeping. 
It is leaping.” 

With brilliant selectivity he singled 
out, as examples to prove his point, the 
steady and consistent progress in the 
campaign to control electric power, agrar- 
ian reform in the guise of water pd 
ects, expansion of TVA and railroad in- 
surance to the point of challenging pri- 
vate enterprise, the projected robbery of 
all taxpayers for the benefit of friends 
in Arizona, and the colonization of re- 
liefers in charity housing. 

There is no longer any businessman 
anywhere who is not unhappily and un- 
comfortably aware there is grave doubt 
as to whether we have not already gone 
too far down the road toward the totali- 
tarian state. 

Our National Government has now 
largely become the private property of 
a group of persons operated for the 
power and profit of themselves, members 


of their families, their friends, benefici- 
aries and supporters, who together now 
constitute a numerical majority of the 
electorate. Big government has acquired 
and maintains an astonishing degree o* 
control of the lives, labor and resources 
of the whole population, by appropriat- 
ing an increasing percentage of the earn- 
ings of corporations and individuals and 
distributing it amongst its supporters as 
payment for political support. 

It is easy to be wholly pessimistic if 
we look only at the freedoms we have 
lost and the retrogression to paganism of 
our nation and the world. Each year, for 
nearly 20 years, we have become more 
slave and less free. 

Yet, there is much reason for opti- 
mism that we shall yet halt this malig- 
nant growth of stateism and find the 
path back to the simple virtues of thrift, 
honesty, individualism and hard work, 
which were the wellspring of America’s 
greatness. 


OUR GROWING AWARENESS 


This hope lies in the widespread and 
growing awareness that we have been 
driven by circumstance and blindly led 
by powerful forces, which few under- 
stood and whose deceit we have only re- 
cently begun to comprehend, to travel on a 
dark and unknown road which we did not 
deliberately choose. 

People are becoming alarmed by high 
taxes, the rotting away of the savings 
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KENNETH SMITH, treasurer and assistant to the presi- 
dent of Pacific Lumber Co., San Francisco, has had wide 
business experience predominately in the lumber business 
with Long-Bell Lumber Co., Kansas City, for 14 years; E. K. 
Wood Lumber Co., Los Angeles, 1926-1927; the Lumber and 
Allied Products Institute, Los Angeles, 1928-1940; Retail 
Lumber Code Authority for Southern California, 1933-1935; 
and as president, the San Francisco California Redwood As- 
sociation, 1940 until joining Pacific, 1948. He is a past 
president of the Associated Secretaries of Los Angeles. 
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An answer to the man who says: 
“But what can I do about it?” 


of their years of thrift and the growing 
evidence of corruption in government. 
They are beginning to understand the 
futility of ‘defense unlimited” if in the 
process we lose the free society, and the 
utter absurdity of us, with 6% of the 
world’s population, announcing that we 
are prepared to either support or fight 
the other 94%. 

Millions of Americans have at long 
last begun to take a good hard look at 
the looming future of an equality of des- 
titution as the end result of the paralyz- 
ing rigidities of regimentation. 

This tremendous increase in aware- 
ness of what is happening has come 
about because we have, since the end of 
the war, been doing a more and more 
intelligent job of selling our economic 
system. Truly prodigious efforts have 
been made by hundreds of top flight 
business leaders and the great associa- 
tions and foundations of this country 
in the last few years, to counteract the 
economic illiteracy in which our people 
had become engulfed and to re-educate 
them as to the basic facts of what makes 
America tick and of why it was the re- 
lease of energy under freedom that has 
been responsible for the material well- 
being of America. 

All the work they do and get done— 
advertisements, speeches, pamphlets— 
are extremely important and helpful, 
but in the final analysis people are sold 
by people, and men are going to be re- 
sold on the American freedom-of-op- 
portunity system only on a man-to-man 
basis. The one great remaining question 
is: Are enough of us going to work at 
the job hard enough and soon enough? 

The fight can be won only if enough 
men and women accept the challenge to 
act like free men and women, only if 
enough men and women are willing to 
pay the price of liberty. And so, what I 
wish to discuss with you here is what 
you and I can and must do personally 
about this job of selling our economic 
system. 


SPREADING THE WORD 


The great crying need is for the tens 
of thousands of men like you and me to 
hammer out for ourselves our own phi- 





losophy of individualism, to decide pre- 
cisely what we do believe and why, 
about the problems of government debt, 
about inflation, about the right to work, 
about risk capital, about jobs, about so- 
cial security, about price control, about 
wage levels, about confiscatory taxation, 
about the tickets called money and, 
above all, about governmental interven- 
tionism, and then make a_ personal 
contribution of our time and energy to 
the saving of the freedom-of-opportu- 
nity system, by reselling our own em- 
ployes and our own neighbors on our 
own personal faith and belief in the 
American Way. 

There is no other way to safeguard 
our freedoms. Salvation: is personal. We 
have to live up to our beliefs and we 
have to sell them personally. We cannot 
buy economic literacy. 

It is not enough just to say “I think”’ 
or “I believe.” 

If you are going to do your share of 
this job of competing with those who 
use sucker bait wrapped in a pink cloud 
to sell collectivism, you must work out 
for yourself easily understood, common- 
sense explanations of what you think and 
why about these complex questions. 

It is essentially a selling job and if we 
are to win this battle of the ideologies 
for men’s minds we have to put to work 
the simple and obvious fundamentals 
that every sales manager lives by. 

He knows that the world does look 
flat and that every child has to be taught 
that it is round. He knows that the rea- 
son the church bells ring on Sunday is 
to “re-sell” the faithful. He knows that 
we want and buy what has been sold to 
us and that the job has to be done over 
and over again. He knows that if it takes 
i0 swings of the axe to down a tree, 39 
won't do it. 

Our problem is how to win the under- 
standing of men. Nobody is going to be 
saved by doing what he hears Kenneth 
Smith, or somebody else, say should be 
done, but only because of his own per- 
sonal conviction that what is going on 
is wrong and that he personally wants 
to and must do something about it. 

Let’s take a look at some of the tech- 
niques a salesman would use to inform 
and win understanding of some of these 
complex questions. 


SPENDING BILLIONS 


People who are bapont confused 


about what a sum of $1 billion or a 
budget of $85 billion means will listen 
with interest to the explanation that it 
takes a stack of crisp new $1000 bills 
eight inches high to add up to only $1 
million, and that $1 billion would take 
a stack of $1000 bills 100 feet higher 
than the Washington Monument. They 
are astounded to learn that the Govern- 
ment’s proposed 1953 expenditure of 


TODAY'S LESSON 

We are beginning to learn the hard way that we have 
been voting ourselves into slavery. 

We are beginning to learn the hard way that it is not the 
right to vote, but what becomes law that leaves us free or 
chains us to the juggernaut state. 

We are beginning to learn the hard way that any govern- 
ment that gives you something that you do not earn has al- 
ready taken it away from someone else, either now here or 


not yet born. 


We are beginning to learn the hard way that when men 


are given power over liberty 


they take liberty away. 


We are beginning to learn the hard way that you cannot 
substitute government by men for government by law and 
remain free—that if we have government by the whims of 
men, instead of by law, we have dictatorship, and none of 
us is safe from the changing whims or the changing men. 


. . . . . . . . 7 . 
$85.4 billion will be more than all of 
the incomes of all the people in this 
country living west of the Mississippi 
River. 

But, what really brings understanding 
is simple arithmetic that every man can 
do for himself. When the Government 
takes $1 billion out of the pockets of 60 
million productive workers it costs each 
one of them $16.50, and $85.4 billion 
will take $1409 out of the pocket of 
each productive worker. To give Eu- 
rope $7.5 billion costs each productive 
worker $124. 

And, by the same kind of arithmetic, 
he figures out for himself that when 
California spends another $1.14 billion 
in one year, each productive worker in 
the state has to dig up another $285 to 
pay for it. ; 

He also finds out for himself that 
what the $257 billion debt really means 
is that he and every other productive 
worker has promised to pay $4282 with 
work yet to be done by himself or his 
descendants, and that he has obligated 
himself to pay, in the meantime, $81.50 
per year for each productive worker for 
the annual interest. 

Any man’s interest is aroused when 
you tell him that 14,339,285 civilians re- 
ceive monthly checks from the Federal 
Government, and that this is nine times 
as many as got such checks only 19 years 
ago. But when he learns that there are 
176,500 more federal carpetbaggers in 
California than the 75,700 we employ 
to run our extravagant state govern- 
ment, he begins to seriously worry about 
how long he can afford such a spend- 
thrift federal government. 


THE CONTROLLER 


PRICE CONTROLS 


Every businessman and every student 
of our economy knows that the free 
market is the balance wheel of our econ- 
omy; but, how do we get the average 
man to think it out for himself? 

Again, it’s easy. Pick any familiar 
item your friend buys and ask him what 
an arbitrary cut in the price, below its 
free market price, would cause him to 
do? Would he buy more or oftener? 
Then ask him what he would do if he 
was the producer of that item? Would 
he make less of it or maybe quit making 
it? His own answers make it crystal 
clear to him that the automatic effect of 
price control is to produce a shortage of 
whatever is being controlled, because it 
encourages excessive buying at the very 
time it is discouraging production. 
From that time on, he will thoroughly 
understand why price and wage controls 
can no more cure the disease of inflation 
than a man can cure fever by throwing 
away the thermometer, and that only a 
completely free market where the buyer 
can exercise his freedom of choice can 
guarantee that supply and demand will 
be kept in balance. 


RELATION OF TAXATION 
TO LIBERTY OR SLAVERY 


A good approach to the relation of 
taxation to liberty is to get a man or 
woman to think about slaves and 
slavery. The right of a person to the 
product of his own labor is both the 

foundation and keystone of economic 
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SOURCES OF CORPORATE FUNDS: 


Profits and Tax Accruals Down, Depreciation and Securities Issues Up 
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eration of corporate tax payments under Mills Plan. Sources: Council of Economic Advisers; Commerce Dept. 


National Industrial Conference Board in Business Record 


liberty. The minute the state takes by 
force, or the threat of force, one penny 
more from the product of his labor than 
is necessary to carry on the essential 
functions of government, then to that 
extent the state has made him its slave 
by depriving him of the liberty of 
spending his own earnings as he might 
please. 

Prior to 1917, all government took 
less than 10¢ of the income dollar. In 
the 20's it was 121/,¢, and we were re- 
ducing the debt incurred in World War 
I. Now it is 31¢, out of the greatest 
total of income dollars in history, and 
will be at least 35¢ by the end of this 
year, 

When it is all added up we are, on the 
average, each of us working three and 
one-half months for local, state and fed- 
eral government and only eight and one- 
half months for ourselves. 

Ask: How does that condition of servt- 
from the 
slave j 


tude differ, except im de gree, 
status of negroes when they were 
w our present Indian wards? 

Then ask: Do you want to work yet 
more days for the tax iquanderers next 
year, as they do in England? Or do you 
think it might be more intelligent to spend 
of the sé days nou helping 10 reverse 
that trend? 

To really get thinking started on this 
point, just ask a few questions, such as, 
If you were a free man would you volun- 
tartly loan your money to American Litho 
fold? or, If you were a free man would 
you voluntaril) your own money to 
subsidize the housing industry? Or any 
of 40 other questions that point up the 

Robin Hood” economics of socialism. 


rome 


L111 E 


THE CONTROLLER 


We adjudge a robber or a murderer 
a criminal. Yet we approve and even 
laud public servants for taking from 
citizens by force the product of their 
labor. F. A. Harper puts the analogy 
clearly in these words: 


“What a person produces is the eco- 
nomic extension of the person. To take 
by force a portion of what one has pro- 
duced and owns is the economic equiva- 
lent of cutting off his arm or his leg, 
whether the taking is by a single thief or 
by a crowd called citizens under the 
guise of law. And if the taking in either 
instance exceeds certain proportions the 
victim will perish.” 


It is really only a question of the de- 
gree of moral turpitude involved in 
maiming or murder and the taking away 
by force of a man’s livelihood. Martin 
Luther, way back in the 16th century, 
aptly expressed this analogy between 
theft and murder in this way: 


‘Whosoever eats up, robs and steals 
the nourishment of another commits as 
great a murder as he who carves a man 
or utterly undoes him.” 


THE TICKETS CALLED MONEY 


Another major job is to dispel the illu- 
sion that the tickets called money, of them- 
selves, are anything other than a mecha- 
nism for bargaining indirectly. It is sim- 
ple enough. What is money except the 
receipt we hold between the time we 
give up something that belongs to us 
property or services—and the time we 
receive something else in its place? Once 
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that is clearly understood it is not then 
very difficult to understand why the 
trade-in value of these receipts—these 
tickets called money—goes down when 
the government or a counterfeiter prints 
and circulates identical receipts for 
which no property had been given up or 
no service performed, and that the real 
purchasing power of money is deter- 
mined by the production of goods and 
services that are available for trading for 
other goods and services. 

He then has it crystal clear in his own 
mind that when politicians inflate the 
supply of money, what they are really 
doing is stealing a part of everybody's 
savings, life insurance and pensions— 
and stealing most from the helpless and 
the poor. 


INFLATION 


Ask him how long he thinks we can 
go on at the rate we have been going 
and then get him to push his own pencil 
on some very simple and tremendously 
convincing figures. In 1940, the pur- 
chasing power of the dollar was 99.8 
cents. In November 1951, it was 52.8 
cents. In 11 years the dollar has lost 
17 cents of its purchasing power or, 47 
divided by 11, 4.27 egg 3 year. Keep 
on nicking 414 cents off the value of 
the dollar every year and you'll have 
the answer as to how long this waste 
and overspending can go on at this rate: 
12 years and 3 months. 

We have been very smug in our con- 
viction that nothing could be more 
solid, more stable, more safe and secure 
than saved-up American dollars, yet in 
10 years dollars have shrunk nearly half 
in value. If that same rate of shrinkage 
continues for 12 more years, paper dol- 
lars will be worth exactly their weight 
as scrap paper. 

Here’s a story that helps get the point 
over: 

A Parisian lunatic recovers after 20 
years. He is delighted, on visiting his 
once favorite restaurant, to eat exactly 
a 1927 meal. But the bill comes to 2,000 
francs. He has only 20, the past price. 
The proprietor says he will call the po- 
lice. The customer insists: “Sorry, but 
this is all I have!’ He puts down 20 
francs—in gold. The proprietor em- 
braces him, gives him 2,000 francs in 
change, bows him out. The ex-lunatic, 
deciding everybody else can’t be mad, 
sadly returns to his asylum. 

Of course, that can’t happen in Amer- 
ica. Here it’s against the law to own a 
$5 gold piece. 

Just ask the questions that lead to an 
automatic conclusion as to whether any 
action leads to freedom or leads to 
slavery and you do not have to argue 
the point. You won't find anyone who 
actually wants to be any more of a slave 
to government than he is now. When 


(Continued on page 597) 





Branches Drain the Root 

Although branch-store operation is apparently inevitable 
for leading department stores in large cities, it is proving to 
be a heavy drain on the working capital of those stores. This 
is one of the findings in a recent study by Standard Factors 
Corp. of New York, based on a study of 14 department 
stores across the country. 

The report found that concerns with branches increased 
their dollar volume at a much faster rate than did those 
without branches. Stores with branches averaged a six per 
cent rise in dollar volume in 1949 and 1950, while their 
branches alone had an average 14 per cent gain. Stores with- 
out branches improved their dollar volume by 31/2 per cent 
in the same period. 

“Because branch stores do a much larger percentage of 
charge and installment business,” the report said, “the par- 
ent store is burdened by this unusually high proportion of 
receivables, and is sometimes at wits end to know how to 
scare up the additional working capital to carry this con- 
sumer paper.” The stores covered in the survey met this 
problem by additional stock or bond issues, short-term 90 
or 180 day paper from banks or by factoring charge ac- 
counts and installment paper, the survey declared. 

“Whichever method of raising additional working capi- 
tal is used,” the report concluded, ‘‘all the evidence indicates 
that the operation of branches has provided central stores 
with a valuable hedge against loss of business to the sub- 
urbs.”” 


Beware the Male! 

The ladies, bless ‘em, may have their faults, but when it 
comes to dishonesty, beware the male! 

Ninety-three per cent of all losses from dishonesty are 
caused by men employes, according to H. O. Molitor of the 
Continental Casualty Company. Addressing a recent session 
of the Life Office Management Association, Mr. Molitor 
pointed out that dishonest employes cost American employ- 
ers more than $500 million a year. 

The causes of dishonesty, he said, are mainly betting on 
horses, fast women, excessive drinking and living beyond 
one’s means. Crimes, such as embezzlement, fraudulent con- 
version and thefts, have increased sharply in the last two 
years, he added, and the rate is still rising. 

According to statistics compiled from company files and 
those of the FBI, the average dishonest employe is 35 years 


old; employed for nine years, three months; on his present 
job for six years, five months before stealing the first time; 
and then continuing his thefts for three years, two months 
before being detected. 


They Want to Stay on the Job 

Some 68% of industrial workers entitled to maximum re- 
tirement benefits prefer to stay on the job, according to a 
survey released recently by Edwin Shields Hewitt and Asso- 
ciates of Libertyville, Illinois. The 34-Ppage survey by this 
independent firm of actuaries in the field of pensions and 
employe benefits, covers 657 companies located in the heav- 
ily industrialized areas of the East and Midwest, and employ- 
ing some 2.5 million workers of whom 2.3 million are cov- 
ered by retirement benefit plans. 

Those companies, according to the survey, which have a 
policy of retaining older workers on the payroll make use 
of medical examinations and job analysis as the basis for 
reassignment of older workers to lighter or less-demanding 
work. Some 56 per cent of these companies have a program 
of retirement counseling ranging from single interviews 
with the retiring worker to a well-integrated program com- 
mencing, in some instances, as early as five years prior to 
actual retirement date. 

The survey discloses some 24 per cent of the companies 
report that their retired employes seek work elsewhere after 
retirement, and adds: 

"It has been estimated that premature retirements are 
costing the nation in excess of $5 billion annually in lost 
production alone. It can be ex pected that this figure u ill in- 
crease perceptibly through future years as more and more 


persons reach retirement age.” PAUL HAASE 


C Ridin, 
= 


“And what's wrong with R.S.V.P.? For once I'd like 
to get back as many Christmas cards as we send!” 
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A complete line of precision microfilmers to meet all requirements at lowest cost 


Only Recordak 
gives you this choice 


No one microfilmer can be called the 
“most economical” for every company. 

Requirements vary much too much. 
Consequently, a microfilmer which is ideal 
for one company could be an unwise in- 
vestment down the street. 

Recordak, in recognizing this fact, has 
created its line of microfilmers with all re- 
quirements and all budgets in mind. You 
never have to order a microfilmer with fea- 
tures and refinements which can’t be used 
profitably! Thus, Recordak has made it possi- 
ble for even the smallest companies to gain 
savings which are proportionate to those 
realized by the largest ones. 


It’s easy to judge which one of these 


precision microfilmers will give you the lowest 
operating cost. 

Your local Recordak representative will 
give you the complete side-by-side picture 
of the Recordak line . . . analyze your micro- 
filming requirements . . . figure every detail 
of cost every way. In short, give you the 
benefit of Recordak’s unmatched experience 
in matching the needs of thousands of cus- 
tomers. All without obligation, of course. 

So call in your Recordak representative 
today .. . or write Recordak for details on 
the complete line of precision microfilmers 
now offered on an attractive purchase or rental 
basis. Recordak Corporation (Subsidiary of 

Eastman Kodak Company) , 444 Madi- 
son Avenue, New York 22, N. Y. 
i Note: Complete line of film readers 
, available for purchase at extra cost. 


=RECORDPK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and its application to accounting routines 


“Recordak’’ is a trade-mark 





The Re 
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change 
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today. 


$1800: 
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he Recordak Triplex Microfilmer records down 
me side of the film, then up the other—fronts, 
r fronts and backs, consecutively ; accommodates 
utomatic feeder . . . 
recording on the full film width in varying reduc- 
tions. Prices—including one film unit: Purchase, 


and auxiliary film units for 


$2900; Rental, $60 per mo., including film reader. 


The Recordak Bantam Microfilmer gives you the 
greatest number of pictures per foot of film; features 
a built-in automatic feeder . . . and readily inter- 
changeable lens kits for microfilming at 4 reduction 
ratios including 40-1, highest reduction available 
today. Prices—including one lens kit: Purchase, 


$1800; Rental, $43.50 per mo., including film reader. 


The Recordak Commercial Microfilmer, designed 
for medium requirements, records fronts, or fronts 
and backs consecutively . . . across the full width of 
the film. Prices—including one film unit: Purchase, 
$950 to $1975, depending upon model; Rental, 
$30-$42.50 per mo., including film reader, 


The Recordak Duplex Microfilmer records fronts 
and backs of documents, side by side, simultaneously. 
Accommodates automatic feeder and auxiliary film 
units for recording down one side of film, up other, 
and for full-width recording. Prices—including one 
film unit: Purchase, $3600; Rental, $70 per mo., 
including film reader. 


prices quoted 

are subject to 

change without notice. 
The Recordak Junior Microfilmer is the ideal 
machine for light requirements. It photographs 
documents up to 11 x 14 inches instantaneously 
. across full width of film. A film reader is an 
integral part of this unit. Purchase Price, $1250; 

Rental Price, $20 per mo, 









HE LARGEST ANNUAL MEETING in the 

history of the American Institute of 
Accountants—6Sth in number held by 
that organization—took place October 5-9 
in the Shamrock Hotel, Houston, Texas. 
More than 1,800 members and guests par- 
ticipated in the four-day gathering, at 
which J. A. Phillips of the host city was 
elected president, succeeding i William 
Hope of Connecticut 

At a ten-man symposium on the “Case 
Approach to Inventory Problems,” pre- 
sided over by Gordon M. Hill, chairman 
of the Institute’s Committee on Auditing 
Procedure, William D. Sprague of New 
York opened with a discussion of the au- 
diting problems involved in regard to work 
in process, which he termed ‘‘a real chal- 
lenge to the auditor's ingenuity and imagt- 
nation 

Where 


the case of textiles, the speaker pointed 


Operation is continuous, as in 
out, a physical inventory usually is re 
quired, and the auditor must be present, 
because this is not a situation in which the 
latter can make test counts at his conven- 
ience by referring to quantity records. The 
fixed nature of the machinery, he observed, 
is an important factor, because it provides 
t broad basis for appraising the physical 
in important 
Hill de- 


units shown on the 


inventory quantities. “It ts 
step in the audit program,” Mr 
clared, “‘to check the 
physical inventory with those actually in 
operation in the plant. He should compare 
the quantities for various units in order to 
spot obvious errors 
SINC 

process in which machine capacity 1s the 
limiting factor, a ¢ omparison ot total work 


we are dealing with a continuous 


IN- process inventories at diffe rent dates be 
omes extremely significant. The auditor 
investigate thoroughly any material 
may be ascribed to 


shut-down depart- 


must 
fluctuation which 
changes in facilities 
ments, inoperative units etc. 

If a highly developed standard cost 
system is in use, and the auditor has ade 
juately reviewed the methods of setting 
standards and the results obtained, pricing 
1 mechanical procedure. 


not utilized, the pricing 


be comes large ly 


If standards are 


of work in process in a textile operation 
will usually consist of a dissection of all 
elements of the work-in-process inventory 
into pounds of cotton, rayon or wool which 
is then priced as raw material cost. To this 
are added labor and overhead in process.’ 


WEI ACOA LUG. sisson iene 


Inventory Audit Problems, Student Internship 
Reviewed at AIA’s Largest Annual Meeting 


INVENTORY PROBLEMS 


Paul J. Adam of Missouri, second 
speaker at this session, presented case his- 
tories illustrating methods of tying in the 
observation of inventory count with the 
final inventory representations. He was 
followed by John J. McIsaac of Massachu- 
setts, who dealt with the detection of mis- 
representation of quality of inventory ma- 
terials. 

“Generally it is impossible,” he said, 
“for a professional auditor to detect mis- 
representation of quality while making test 
checks and observations of inventory- 


NEW AIA PRESIDENT 





JAY A. PHILLIPS, of Houston, man- 
aging partner of J. A. Phillips, Shef- 
field & Co., was elected president of 
the American Institute of Account- 
ants for 1952-53 at the 65th Annual 
Meeting held in Houston, Texas. 


taking. However, he can and should re- 
view the final inventory for the purpose 
of determining that the quantity of goods, 
especially of fine and expensive grades, 
appears reasonable. Items of question 
should be investigated by reference to pro- 
duction records to determine that the 
quantities of such quality goods have ac- 
tually been purchased or manufactured, 
and to determine that such articles have 
been and are sold at a profit. 

“It would be exceedingly difficult for 
an auditor to detect misrepresentation in 
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cases where wool, for example, has been 
upgraded by a dishonest employe who is 
in collusion with an outside wool dealer 
and purchase invoices are on file to sup- 
port the prices paid for such wool. How- 
ever, if the inventory contains what ap- 
pears to be an unreasonable amount of 
high quality grades, an investigation 
should be made to determine that it is the 
company’s practice to use such high grades 
in the manufacture of its product. A re- 
view of the production and cost records 
and the amounts at which the products 
are subsequently sold should assist the 
auditor in his investigation to determine 
that the quantities of such high quality 
are reasonable. 

"I believe that misrepresentation of 
quality by management rarely occurs, but 
this fact does not relieve the auditor from 
employing sound judgment and making 
adequate reference to the books of account 
whenever there is a question of quality.” 

Four methods by which it is possible for 
a one-office accounting firm to serve a 
client with inventories in distant locations 
were outlined by Hatcher A. Pickens of 
Texas. Two of these he approved, namely, 
by the independent accountant’s own 
pe rsonnel, anc by representatives of a cor- 
respondent accounting firm in the area of 
the inventory location. He termed the 
other two unacceptable as a basis for the 
accountant’s certification, i.¢. by represen- 
tatives of a firm of inventory specialists, 
and by the client's personnel from the 
home office. 

‘The first step in serving the client in 
this respect,” the speaker advised, “'in- 
volves internal control of the branch opera- 
tions. This should be accomplished as far 
in advance of the audit date as possible. 
It is preferable that such control measures 
should be initiated by the client concur- 
rently with the establishment of the branch, 
or as soon thereafter as possible. Too often 
branch locations, particularly of compara- 
tively small companies, are subjected to 
loose supervision by the home office. 
Strong recommendation by the independ- 
ent accountant of effective means of in- 
ternal control should be made, both for the 
benefit of the client and to provide a basis 
for more assured reliance by the auditor 
upon the financial representations of the 
client.” 


PRE-CLOSING AUDITS 


Adequate company records and internal 
control, according to Erwin Heinen of 


















Texas, make it possible to audit inventories 
a few months prior to the year-end closing. 
“Where they are inadequate,” he said, “it 
may prove impossible or impracticable to 
make a satisfactory audit of inventories at 
other than the balance sheet date. In be- 
tween these two extremes lie the cases 
where it may be possible for the auditors 
to satisfy themselves by extending the ordi- 
nary inventory procedures and by testing 
intervening transactions. Where proce- 
dures are not adequate, the constructive ap- 
proach is to suggest improvements in the 
company’s procedures, which will enable 
such tests to be made in future years.” 

Inventory problems peculiar to the oil, 
lumber and meat packing industries were 
treated in case-history fashion by three 
members of the panel—A. G. Schlosstein, 
Jr., of Texas, James C. Goldrainer of Ore- 
gon and Oliver W. Siefert of Ohio, in 
that order. 

A paper on the “Relation of Cost Rec- 
ords and Inventory Prices in the Case of 
Manufactured Articles’ was presented by 
Ralph L. Stauffer of Pennsylvania, who 
emphasized the value of having a cost sys- 
tem integrated with the general account- 
ing system. “Extreme caution is a neces- 
sity,” he warned, “when the ‘cost records’ 
are not an integral part of the general ac- 
counting sy stem. 

“Generally in such cases,” Mr. Stauffer 
added, “the substantiation of direct ma- 
terial costs may be accomplished with some 
measure of satisfaction by reference to 
bills of materials, engineering blueprints, 
material requisitions and other documents 
of similar import. The determination of 
proper direct labor costs warrants ex- 
tremely careful consideration where the 
cost records’ are only memo in form, be- 
cause of the prime importance of labor 
costs in the final result, and also because 
in many instances such labor costs are used 
as a basis for the allocation of overhead to 
product costs. 

“Cost records, whatever may be their 
form, must be reliable; must clearly iden- 
tify the various cost components : must pro- 
duce a result that is as acceptable as an in- 
voice cost of a similar article purchased as 
such, and, above all, must be susceptible to 
the satisfactory application of generally 
accepted auditing procedures for the pur- 
pose of the foregoing requirements.” 

The symposium closed with observa- 
tions on the auditor's responsibility for in- 
ventory in public warehouses, by John F. 
Stuart Arthur of Texas. 


INTERNSHIP PROGRAMS 


The responsibility of the employer par- 
ticipating in internship programs was one 
of several points discussed in a session on 
“Professional Accounting Training.” “A 
properly planned training program,” de- 
clared John C. Martin of Ohio, ‘‘necessi- 
tates cooperation between the adminis- 
trator of the program in the school and 
the representative of the company. The 
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company representative should have the 
program planned in advance of the arrival 
of the intern, and such plan in many cases 
can feasibly be discussed personally with 
the school administrator for his sugges- 
tions or criticism. Certainly, if the em- 
ployer is interested in obtaining such tem- 
porary employes in the years to come, he 
should be zealous in his effort to see that 
the training program he institutes is one 
that measures up to the standards set by 
the school. This type of program will also 
have a more favorable effect on the stu- 
dent and will operate to make him a poten- 
tial permanent employe upon his gradua- 
tion. 

“Should the in:ern be assigned to a com- 
pany in the industrial field, it is the re- 
sponsibility of the company representative 
to assign the intern to as many accounting 
sections as possible—all the from 
stock records, through accounts receiv- 
able and accounts payable to the factory 
ledger and the general ledger. He should 
be given the opportunity to observe the re- 
ports section and the controller's office, and 
to see the working relationships between 
budgets and accounting, and between ac- 
counting reports and factory, sales and ad- 
ministrative executives. If it is impractical 
to use the intern on a departmental basis, 
an opportunity and a definite period 
should be scheduled for his observation of 
the various departments other than the one 
in which he is employed. 

“The employer also has the responsi- 
bility of making it possible for the intern 
to get the feel of the business world, and 
to obtain a pe rspective view of the particu- 
lar field of accounting in which ke is em- 
ployed. The intern may find that he does 
not like, or is not adapted to, accounting 
at all, and may change to some other field 
better suited to his abjlities and interests. 

‘Many employers discover that by plac- 
ing some of the responsibility for training 
and supervision of interns on their senior 
accountants and supervisory employes, 
these people are forced to review their own 
duties and organize their work in order to 
adequately instruct the interns. Often such 
a review leads to improvements in pro- 
cedures and systems and serves as a fe- 
fresher course for the supervisors them- 
selves.” 


way 


TAX DISCUSSION 


Thomas J. Green of New York, chair- 
man of the Institute's Committee on Fed- 
eral Taxation, presided at a session on that 
subject, in which he also partic ipated asa 
speaker. T. C. Atkeson of Washington, 
D. C., Assistant to the Commissioner, Bu- 
reau of Internal Revenue, described the re- 
organization of that agency. Price Daniel, 
Attorney General of Texas, and now Sena- 
tor-elect, warned that high taxes are a 
real threat to the economy of the Nation 
and the welfare of the people. ‘I think the 


use of taxes to combat inflation is un- 
sound,”’ he said, “The job should be done 
by eliminating waste and through frugal 
administration of funds.” 

Technical sessions were also held on 
“Supervision of Audit Engagements,” 
“Professional Conduct” and ‘‘Govern- 
mental Accounting and Auditing.” 

Governor Allan Shivers of Texas was 
the guest of honor at the luncheon on the 
opening day, at which Mr. Hope presided. 
On the following day, Marriner S. Eccles of 
Utah, former chairman of the Board of 
Governors of the Federal Reserve System, 
discussed Reserve Board policy in the light 
of present problems. 

The convention closed with a dinner 
dance, and was followed by a post-meeting 
tour to Mexico, in which many members 
took part. 
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Is depreciation 


“anybody’s guess?” 


e@ Depreciation is an 
important and measur- 
able element in deter- 
mining costs, profits, 
and taxes. Through 
property analyses and 
remaining life studies, 
the factor of variance 
in measuring deprecia- 
tion may be reduced 


to a narrow range. 
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Long-Term Economic Trends’ 


Effect on Replacement Costs 


Excerpts from an address by Dr. Pierre 
A, Rinfret of Lionel D. Edie & Company, 
Inc., New Y ork, presented at a public utili- 
ties Industry Conference in conjunction 
with the 21st Annual National Meeting of 
Controllers Institute of America, Detroit. 


VER A LONG PERIOD OF TIME the 

United States has had a stable 
price level. The price level of business as 
measured by the all-commodities whole- 
sale price index has, however, had marked 
deviations from this stable level. The 
widest deviations, of course, have oc- 
curred after each war—particularly the 
War of 1812, the Civil War, World 
War I, and World War II. However, 
over a long period of time it is a fair 
statement to say that the price level of 
the United States has been stable in 
spite of short-term deviations. For ex- 
ample, the average wholesale price in- 
dex (1926 = 100) in the period 1940 
was 117. In the period 1810-1819 it was 
110. 

In the 150 years between 1800 and 
1950, the average index for any one 
year never fell below 47 and never rose, 
even in the war years, above 165. Dec- 
ade by decade the increasing cost of re- 
placing plant and equipment has not 
been a major problem of management. 
This stable price level has been accom- 
panied by a slowly rising wage level. 
The reason that the price level remains 
stable in spite of a slowly rising wage 
level is because of the fact that, histori- 
cally, management has been able to re- 
strain wage increases to the increased 
level of efficiency over a long period of 
time. 


were 


At the present time (October 1952) 
the all-commodities wholesale price in- 
dex (1947-49 = 100) is approximately 
112. The most important factors effect- 
ing the price level at this time are money 
supply, velocity, and production. When 
these factors are taken into account the 
present price level is in good equilib- 
rium with the volume of money supply. 
Taking into account the additional 
needs of the nation as a result of the in- 
creased level of production and as a re- 
sult of the fact that money is doing 
less work than it used to, we find that 
the money supply is approximately 100 
per cent in excess of that which would 
maintain the nation’s price level at the 
1939 level. At the same time the price 
level has increased approximately 100 
per cent over the 1939 level. It is for 
this reason, therefore, a scientifically ac- 
curate statement to say that the price 
level and money supply at the present 
time are in good equilibrium. We esti- 
mate that the all-commodities wholesale 
price index for the next year or two will 
fluctuate between 110 and 115. As I 
have stated, it is presently 112. 


PRICE OUTLOOK 

The logical question to pose at this 
point is whether or not we can expect a 
stable price level to continue beyond the 
next year or two. This is, I believe, the 
paramount question in the outlook for 
replacement costs and the major prob- 
lem of the controller today. The most 
important influence on the outlook for 
prices at this time is wages. A new ele- 
ment entered the wage picture in 1948. 
This new element was the Escalator 
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WHY BUSINESSES FAIL 


Judge William Clark, Federal District 
Judge in New Jersey, gives seven reasons 
for business failures, after an exhaustive 
investigation of thousands of bankruptcy 
cases: 

1. At least three-quarters of bankruptcies 
could be avoided 

2. The most important cause of bank- 
ruptcy is failure to keep proper books. 

. Ninety per cent of the failures we have 
studied failed to keep books. 

. Good bookkeeping is a common every- 
day test of a man’s business efficiency, 
and of his right to be in business. 

. Bookkeeping is to business what navi- 
gation is to a ship. 


THE CONTROLLER 


6. It is conservatively estimated that 15% 

of all retail failures in the U. S. result 
in carelessness in giving credit. We 
have found the great majority who fail 
have no exact information as to what 
proportion of their business has been 
done on credit. 
Many are killed by credit kindness. The 
man who receives credit must be sure 
his financial condition justifies the 
credit he accepts. 


Walter B. Whiddon, Burroughs Add- 
ing Machine Co., before meeting of the 
Work Simplification Committee, Atlanta 
Chapter, NOMA. 
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Clause. The clause, as it was eventually 
amended, was written so as to guarantee 
workers an annual increase in the stand- 
ard of living of approximately 214 per 
cent per annum. The 214 per cent figure 
was chosen since it represents estimates 
of the historic rate of growth of pro- 
ductivity. 

At present the Department of Labor 
estimates that more than three million 
industrial workers are directly covered 
by these escalator agreements. Of course, 
the wage increases granted to these 
three million workers make themselves 
felt on the wage demands of the remain- 
ing industrial workers. Translated into 
average hourly earnings this type of 
contract means that the average hourly 
earnings of manufacturing employes in- 
crease at a rate of approximately 4¢ a 
year. We have carefully considered the 
effects of this type of contract, and we 
cannot help but Feel that it has a net in- 
flationary effect on prices. 

The escalator agreement is one of the 
main and fundamental factors facing 
the outlook of prices. However, there 
are two other factors which must be 
taken into consideration. The first is 
the Employment Act of 1946, with the 
amendments, which makes it obligatory 
for the United States Government (and 
here I quote) to “use all practicable 
means consistent with its needs and ob- 
ligations . . . to coordinate, and to 
utilize all its plans, functions, and re- 
sources for the purpose of creating and 
maintaining . . . maximum employment, 
production and purchasing power.” 
This Act is the law of the land at the 
present time. Regardless of the adminis- 
tration in power for the next four years 
I doubt very highly that the law will be 
amended in any way so as to materially 
change its meaning. 

Taking into account these three fac- 
tors: (1) the ever-increasing cost of la- 
bor as a result of escalator clauses; (2) 
the dedication of the Government to 
full employment; and (3) pump-prim- 
ing, we estimate that by 1960 the cost 
of industrial goods, as measured by the 

other than farm products and foods” 
category of the Department of Labor 
all-commodities wholesale price index, 
will be 130 with 1947-49 equal to 100. 
The present index is 113. This means 
that over the next eight years the price 
level will probably rise about 15 per 
cent or about 2 per cent per annum. 


REPLACEMENT PROBLEMS 

The rise in the industrial wholesale 
price level means that replacement costs 
will become an ever-increasing and ever- 





more-important problem of controllers 
and those who are required to raise cap- 
ital for expenditure purposes. It means 
that monetary depreciation based on an 
original cost value will be inadequate to 
replace equipment in ten years by 
roughly 15 per cent. 

I have presented a very gloomy pic- 
ture for the outlook of the price level of 
the United States: now I would like to 
turn to the cheery side. We envision 
that for the next ten years the industrial 
production of this nation will continue 
to rise. Starting from a low point of ap- 
proximately 190-200 we think that by 
1960 this index will have increased 25 
per cent to 260. We think that in terms 
of constant pzices the Gross National 
Product (which is the total dollar value 
of all goods and services produced 
within a given period—usually one 
year) will rise from about $310-315 
billion in 1954-5, to approximately $375 
billion by 1960. We think, furthermore, 
that when history is written this era 
will be looked back upon as one of an 
ever-increasing standard of living and 
it will be remembered as the ‘dynamic 
50's.” 

In closing I would like to stress sev- 
eral main points: 


1. The present price level is here to 
stay. It is not a evens! papa 
enon which has developed as a re- 
sult of the postwar boom. It is 
something that is almost com- 


pletely frozen into the present 
economy. 

. The outlook for prices is upwards. 
The continuing pressure of labor 


unions and government pump- 
priming makes for ever-increasing 
cost of production. This in turn 
will necessitate raising prices. 

A depression of the magnitude of 
1929 is a virtual impossibility. This 
is not meant to imply that there 
will not be periods of business re- 
cession. However, the automatic 
stabilizing factors of the economy 
will, in my opinion, prevent such 
a depression as 1929 from develop- 
ing again. 

. Establishment of the outlook for 
the present price level is a first re- 
quirement in attempting to estab- 
lish a new rate base. An immense 
amount of stress should be laid 
upon the permanent nature of the 
present price level. 

. Regulatory bodies appear to be re- 
luctant to grant rate increases 
based upon replacement costs and 
on the higher costs of operations, 
primarily because they appear to 
think that the present price level 
is temporary. It can be shown that 
the present price level is more or 
less permanently fixed in the econ- 
omy. 
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Charter’ Presented to Phoenix Control; 
Institute’s 49th Local Chapter 


Formal presentation of its charter 
from Controllers Institute featured the 
meeting on October 20 of the newly or- 
ganized Phoenix Control—49th to be 
founded by the Institute since its organi- 
zation in 1931. 

Murray S. Gelber (above right), vice 
president and manager, Airesearch Man- 
ufacturing Company of Arizona, re- 
ceived the charter, as first president of 
the Control, from Dudley E. Browne 
(above left), comptroller, Lockheed 
Aircraft Corporation, Burbank, Califor- 
nia, a national director of the Institute 
and vice president of Region X. 

Others attending !from Los Angeles 
were: W. D. Morgan, president of the 
Los Angeles Control; Clarence F. Rees, 
general chairman of the 1953 Pacific 
Coast Conference of the Institute (which 
will be sponsored by the Los Angeles Con- 
trol) ; Rudolph Ostengaard, treasurer of 
the Control; and Fred W. Mill, director 


In addition to President Gelber, the 
Phoenix Control officers for the coming 
year are: Vice President, John E. Grif- 
fith, plant controller, Reynolds Metals 
Company ; Secretary-Treasurer, James Dis- 
muke, vice president and comptroller, 
Valley National Bark; and Dyrectors, 
Merle L. Hartley, vice president and treas- 
urer, Phoenix Title and Trust Company 
and James A. Beaman, controller, the 
O'Malley Lumber C ompany. 

Charter members of the Phoenix Con- 
trol include, in addition to the officers 
and directors, the following: F. R. 
Amon, S. G. Bazzill, Clifford A. Clem- 
ents, Don A. Leahy, W. James Miller, 
Robert W. Rehfeld, and George L. 
Sheppard 

In the picture below, Phoenix Con- 
trol members are seated around the 
table, with guests from Los Angeles in 
the background, in The Aluminum Room 
of the Westward Ho Hotel 














(Continued from page 568) 


of the remaining steps. But I would like, 
at least, to highlight four key points that 
need to be drilled into our thinking in or- 
der to place this whole matter of methods 
selection in its proper perspective. To do 
this requires some pretty plain talk because 
a great many people have let themselves be 
badly fooled not only on the choice of a 
specific method, but also on the part that 
methods selection plays in the over-all con- 
trol of clerical costs. 

Just to be sure that we are all thinking 
about the same thing, let me say that by 
‘methods selection’’ I mean, first, deter- 
mining whether a given clerical function 
should be performed manually, mechani- 
cally, or by some combination of both; and 
second, if all or part of the work is to be 
done mechanically, determining what type 
and what make of equipment should be 
used. 

Now, these are the four points that need 
mature reflection: 

First, entirely too much emphasis has 
been given to this whole matter of meth- 
ods selection. Actually, in most situations, 
it is the /east important of the five steps in 
the formula that we are considering. Yet 
sO many companies treat it not only as if 
it were the most important step but as if 
it were the only step. The assumption is 
that, after all, the improvement of office 
operations, by and large, means mechani- 
zation of the office. Yet some of the highest- 
cost clerical operations I have ever run 
into exist in companies that are using the 
most modern office machines in most of 
their operations 

This does not mean for a moment, of 
course, that the costs in these offices are 
high because of mechanization. It simply 
means that the managements of these of- 
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fices have fallen into the trap of assuming 
that mechanization alone produces efh- 
ciency, and thus they have overlooked the 
really big opportunities for clerical cost 
reduction. 

The second point is that errors are made 
in the selection of basic methods because 
people just do not take the time to figure 
out completely the comparative operating 
costs of the available alternatives. Usually 
the decision is based on hunch or on the 
assurance of an equipment salesman that 
the proposed method will save the work 
of a given number of people. Yet it is pos- 
sible to figure out in advance and quite 
accurately just how much a given method 
is likely to cost. I have seen an excellent 
cost-estimating job done, for example, on 
a punched-card method, a bookkeeping- 
machine method, and a manual method of 
Maintaining a continuous inventory rec- 
ord of stores items. 

The third point is that mechanical meth- 
ods are not necessarily cheaper or faster 
than manual methods. Just because a given 
operation can be performed mechanically 
is not, by itself, a reason for doing it that 
way. The same principle applies to types 
of equipment. That is, just because a given 
routine can be performed on complex, 
highly automatic equipment is not per se 
a reason for doing it that way instead of 
on simpler, general-purpose, hand-oper- 
ated equipment. 


DON’T BE HYPNOTIZED 
BY A MACHINE 

The fourth point is that the choice of 
methods must be based on what work 
needs to be done, not on what a machine 
is capable of doing. Too often in witness- 
ing machine demonstrations we let our- 





RIGHT OR WRONG ABOUT ANNUAL REPORTS 


Right Wrong 


1. Stockholders generally pick the stocks they own. 
2. Stockholders are primarily interested in balance 


sheets and income information. 
3. Taxation is a point of vital interest. 


4. Forty per cent of stockholders find ‘‘no utility” 


in annual report brochures. 


5. Stockholders want more details in annual reports. 
6. One-page statements are preferred by stockholders. 
7. Different ‘publics’ desire different kinds of in- 


formation about their company. 


(See page 600 for the correct answers ) 
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selves be influenced by feats of mechanical 
performance that have very little relation 
to our own real needs. We are impressed 
by the machine's speed or capacity or ver- 
satility; we develop illusions about the 
value of new or additional information 
that the machine is capable of producing. 
These features, of course, are attractive 
and at the same time all of us like to feel 
that we are modern. Yet, taken together, 
these two factors can quickly induce in us 
a kind of ‘mechanical hypnotism’ that 
leads to faulty long-term decisions. 

Not long ago I talked with a controller 
who has an avid interest in electronic office 
equipment. He views it as something that 
will revolutionize the office, and he seems 
hardly able to wait for it to become more 
generally available. Yet in his company the 
office force has grown far out of propor- 
tion to the increase in sales volume. In ad- 
dition, the controller's department is turn- 
ing out so many statistical reports and so 
much other information every month that 
no one could ever hope to assimilate more 
than a small part of it. Consciously or un- 
consciously, that controller wants elec- 
tronic equipment so he can turn out more 
statistical museum pieces. Yet what he 
really needs is not faster or larger capacity 
office equipment, but a thoroughgoing 
housecleaning. 

Now, at this point in our five-step for- 
mula, we have eliminated all unprofitable 
work and have agreed on the best method 
of performing the work that remains. The 
next obvious requirement is to determine 
how many people are needed to do the 
essential work according to the method we 
have selected. This activity is commonly re- 
ferred to as clerical work measurement. 
Before discussing it, we will cover the fifth 
and final point briefly, and then return to 
this matter of work measurement and de- 
vote the rest of the article to it. This is not 
meant to imply that clerical work measure- 
ment is any more important than the other 
four steps, but simply that it represents the 
newest and least exploited of the oppor- 
tunities for clerical cost control. 


HOW TO INCREASE 
WORKER PRODUCTIVITY 

The fifth and final step in our formula is 
to maximize the productivity of the indi- 
vidual worker. In other words, we have 
already determined through work meas- 
urement techniques how many people we 
should be able to do the job with. Thus, 
step five covers the specific things we can 
do to increase worker output and thus stay 
within the manpower limits we have al- 
ready set. 

Most of the many steps of this sort that 
can be taken are familiar to you. They 
range all the way from supervisory train- 
ing to reducing noise or overcrowding in 
the office. Two steps that progressive com- 
panies are taking in this area may be worth 
special mention: (Continued on page 588) 
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The Coming of Age 
of Clerical Cost Control 


(Continued from page 586) 


1. One of the newest and most promis- 
ing developments is the application of fac- 
tory production planning and control tech- 
niques to medium- and large-scale clerical 
operations. This can do two things— 
first, it can speed up the whole procedure 
cycle and therefore help to render faster 
service; second, it can help to increase 
labor utilization by reducing the amount of 
idle time beyond the worker’s control. 

2. A second planned effort being made 
is aimed at improving the selection and 
training and motivation of workers. Two 
of the newer things being done in this 
area are: (a) the increased use of aptitude 
and personality tests in personnel selection 
and upgrading; and (b) the development 
of incentive compensation for certain cleri- 
cal jobs. 


HOW MANY ARE ENOUGH? 


Now let us return to the matter of de- 
termining, by objective standards, how 
much manpower is needed to operate our 
streamlined procedures. This is a tremen- 
dously promising new field and one that 
alert managements are just beginning to 
exploit. We have no count of the number 
of companies that have installed such pro- 
grams, but here, at least, is a clue. In the 





spring of last year, 19 companies sent 
representatives to an American Manage- 
ment Association workshop seminar on 
this subject of work measurement. Of 
these companies, three had already in- 
stalled work measurement programs in 
some parts of their office operations, and 
two had undertaken preliminary steps 
heading in the same direction. The remain- 
ing 14 companies had not had any actual 
work measurement experience and were 
attending the session to explore the adop- 
tion of such techniques. 

The consensus of persons attending this 
conference and my own personal experi- 
ence are in agreement on one point: There 
is very little knowledge throughout Ameri- 
can business as to how many people are 
needed to run an office. A lot of office ex- 
ecutives are just beginning to realize that 
within this area it is not enough to rely on 
their own judgment or past employment 
levels or on the assurance that people in 
the office are continuously busy. Con- 
sciously or unconsciously, clerical workers 
tend to spread themselves over the avail- 
able work load. 

For example, I have seen the clerical 
costs of paying a person range from 30 
cents to $1.00 per payroll check, and the 
costs of running a purchasing department 
vary from $1.50 to $6.00 per purchase or- 
der issued. I have seen the productivity of 
the average key-punch operator range 
from 3,000 to 9,000 punched holes oa 
hour, and the output of accounts payable 





checks vary from 100 to 350 per day per 
operator. 

There are literally dozens of other ex- 
amples I might name, but these four 
should be enough to establish the point: 
The chances are very good that the number 
of people you have today in your sales or- 
der or billing activity, in your tabulating 
department, in your inventory record-keep- 
ing, Or in some other area is not the right 
number. 

How should one go about determining 
what the right number is ? 

In the first place don’t worry about it 
too much until you have fully exploited 
the other steps in the formula. It is pre- 
mature to inaugurate formal work meas- 
urement until you have really shaken down 
your procedures, streamlined the work to 
be done, and improved your methods. 

But, when that program is well under 
way, here are the three key steps that will 
help you build and maintain a reliable con- 
trol over your manpower: 


1. Determine the volume of work. 

2. Set realistic unit time allowances. 

3. Measure the productivity of each 
group of workers at regular intervals by 
comparing actual performance to the es- 
tablished standards. 


The first step—determining the volume 
of work—simply means figuring out how 
large a work load a given department 
should be manned to handle. For example, 
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for a billing department this might be ex- 
pressed as 200 invoices per day, averaging 
three line-items each. 

Step two is to set realistic unit time al- 
lowances for the work to be done. This is 
usually regarded as the real stumbling 
block. Many people have hesitated to 
adopt work measurement programs be- 
cause they don’t quite know how to go 
about setting unit time allowances or be- 
cause they think it means bringing the stop 
watch into the office. 

First, let me say that stop watch studies 
are much more readily applicable to cleri- 
cal operations than most people realize. I 
have seen them employed extensively and 
very successfully in a large processing in- 
dustry in which the clerical force was un- 
ionized before the program was under- 
taken. 

But it is equally true that you don’t need 
to use a stop watch to establish fair and 
realistic clerical work standards. You can 
get 90 per cent of the potential benefits 
that lie in this area by the application of 
fairly simple, practical, and easy-to-under- 
stand methods. 

The key point in the approach I want 
to suggest is that you don’t need to break 
down every job into its most elemental 
parts and establish a standard time for 
each. If you were to follow that kind of 
approach, you would wind up developing 
a unit time for every minute clerical op- 
eration or hand motion such as these: 


Time-stamping documents 

Inserting a sales order number on the 
customer's order 

Walking to a file cabinet 

Correcting a posting error 

Looking up and transcribing a rate. 


That kind of approach may be needed 
to set up some kinds of incentive compen- 
sation systems, but there is no need to be 
nearly that precise to establish a fair and 
highly effective system of manpower cost 
control. 

On the other hand, you will not profit 
much by going to the opposite extreme of 
dividing the total production for any pe- 
riod by the number of people on the pay- 
roll for that period—and by that process 
coming up with an average production per 
employe. That approach has the obvious 
weakness of perpetuating any overstaffing 
or excessive idle time that may already ex- 
ist. 


HOW TO MAKE 
WORK MEASUREMENT WORK 

The technique that I would like to sug- 
gest is a practical compromise between 
these two extremes. Essentially, it involves 
measuring, by watch or clock, the total 
time required for processing a representa- 
tive batch of transactions that comprises a 
complete cycle of work for one worker. 
Thus, you don’t have to time each element 
of work but can establish a satisfactory 


(Continued on page 590) 
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Where there’s a “long count” 


...you lose! 


If there is any recurring job of 
counting to do in any department 
of your company, it’s a certainty 
that it is piling up needless expense 
—if done the long way, by hand. 

Counting checks, tickets, money, 
tags, coupons—paper forms of any 
kind—is a job for a Tickometer. 
It counts at speeds up to 1,000 a 
minute—far faster than a human 
can, and it counts with precision- 
machine accuracy. 

It shows whole or 

partial counts on 
visible registers—can 
stop and resume 
without forgetting! 

Moreover, it can 
(optionally) be 











equipped to imprint, date, endorse, 
rubber-stamp, code or cancel items 
as they are counted. 

In hundreds of various kinds of 
business establishments, the PB 
Tickometer is now dependable and 
required equipment, to replace 
tedious hand-counting, get results 
quickly, save a lot of time and 
money. Rented, never sold, it calls 
for no capital investment — is 
serviced from 199 PB branch offices 
and other service points. 

There’s almost certainly a need 
for it in your business. Let us show 
you how you can quickly find out. 
Call Pitney-Bowes office nearest 
you, or send the coupon for the free 
illustrated booklet. 


= PITNEY-BOWES 


Tickometer 


Counting & Imprinting Machine 


.. Offices in 93 cities in U. S. and Canada. 





PITNEY-BOWES, Inc 
3057 Pacific St., Stamford, Conn. 


Send free illustrated Tickometer 
booklet to 
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These days, most business executives 
in Washington find that time is of 
the essence. Thot’s why so many of 
them stay at the Carlton . . . only 
minutes from most Government of- 
fices. Just a few blocks from the 
White House, it is in the heart of 
the financial district and within easy 


walking distance of shops end 
theatres. Make your reservations 
today. 


Frank E. Weakly 
HE President 
SIXTEENTH STREET AT K, N.W. 
WASHINGTON 6, D. C. 












The Coming of Age 
of Clerical Cost Control 


(Concluded from page 589) 


average unit time simply by dividing the 
number of units processed into the total 
measured time for the batch. And, if the 
batch is large enough to be a representa- 
tive sample, you will automatically have 
made provision for the many variables or 
the exceptions to the normal routine that 
are encountered on some of the units. 

One word of caution in applying this 
technique: Be sure to limit each unit of 
work or the activity being timed to all the 
operations performed by ove worker in 
one uninterrupted sequence. If you try to 
cover the work of more than one job in a 
single time standard, you obviously do not 
know where to direct your subsequent cor- 
rective efforts when output falls signifi- 
cantly below standard. : 

Once these clerical standards (plus ade- 
quate allowances for nonproductive time) 
have been built up and tested, how should 
they be used ? Briefly the essential require- 
ment is that each worker prepare a daily 
time and production report showing the 
following information: 


1. The number of units of measured 
work that he performed (e.g., 980 pieces 
filed ). 

2. The time spent on this work. 
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3. A brief description of any nonmeas- 
ured work done. (This might include such 
activities as special follow-up work, non- 
recurring errands, temporary loan to an- 
other unit, etc.) 

4, The amount of time spent on the 
nonmeasured work. Without going into 
any details, let me say simply that once the 
nonmeasured work has been excluded, the 
real value of this kind of reporting lies in 
computing productivity or efficiency ratios 
for individual workers and for whole 
groups of workers. 


In summary, here are the key benefits 
that can be realized from adding work 
measurement to your kit of office manage- 
ment tools: 


1. Without work measurement, it is a 
safe bet that you are passing up some really 
worth-while savings opportunities. It is 
one of the surest ways known of increasing 
and maintaining a high level of clerical 
productivity. 

2. Without work measurement, the 
other steps that I have outlined in the 
over-all improvement program are like a 
pair of scissors with but one blade: you 
cannot tell precisely what the effect is on 
manpower requirements of work elimina- 
tions and methods changes. In addition, 
work measurement is one of the best pos- 
sible levers for maintaining the gains 
achieved in a given area through proce- 
dural studies. 

Without work measurement, whenever 
the work volume declines, front line su- 
pervisors will be strongly tempted to main- 
tain their current force by reinstituting a 
lot of the needless work or the luxuries 
and frills that you worked so hard to elimi- 
nate. Thus work measurement is an effec- 
tive management device for keeping the 
work force geared realistically to longer- 
range changes in the work load—both up- 
ward and downward. 

3. Another value is that work measure- 
ment helps to improve worker morale by 
making possible an equitable division of 
the work load. 

i. Again, the reports that I have de- 
scribed briefly can be used to measure su- 
pervisory effectiveness. 

5. Finally, under a system of work 
measurement, overhead budgets become 
more meaningful as a means of adminis- 
trative cost control, since they are based 
on engineered standards rather than on 
past performance eloquently defended. 


CONCLUSION 


These, then, are the five steps that we 
see being taken by the few companies in 
which clerical cost control has fully 
come of age. With these steps, any com- 
pany can move far down the path to- 
ward a dynamic, hard-hitting, low-cost 
office operation. Without them, the con- 
trol of clerical costs will continue to lag 
far behind the control of factory costs. 
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Technical Committees 
To Study Problems 


Chairmen of Technical Committees 
of New York City Control of Control- 
lers Institute have been announced by 
Harold H. Scaff, president of the Con- 
trol, as follows for the current year: 

Budgetary Control—Chairman, David 
Krell, partner, Thomson & McKinnon; 
Vice Chairman, Charles S. Webster, con- 
troller, National Biscuit Company. 

Methods and Procedures—Chairman, 
Paul G. Drescher, controller, Associated 
Hospital Service ; Vice Chairman, Vincent 
F. Lechner, associate comptroller, Mu- 
tual of New York. 

Taxes—Chairman, John P. Dooher, 
assistant secretary, Ethyl-Dow Chemical 
Company; Vice Chairman, C. A. Augat, 
assistant controller, Columbian Carbon 
Company. 

Capital Assets and Related Reserves 
Chairman, L. Keith Goodrich, assistant 
vice president, McGraw-Hill Publishing 
Company, Inc. ; Vice Chairman, C. B. Ver- 
nooy, assistant comptroller, United States 
Steel Corporation. 

Cost Accounting and Analysis—Charr- 
man, A. J. Ammon, vice president and 
comptroller, American Book-Stratford 
Press; Vice Chairman, Otto E. Scherer, 
treasurer, Associated Baby Services. 

General Accounting —Chairman, Eman- 
‘uel Toder, assistant controller, Consoli- 
dated Edison Company of New York; 
Vice Chairman, Louis C. Stevens, assistant 
comptroller, Standard Oil Company 
(Ra T.}: 

The General Chairman of the Con- 
trol’s technical committees is Allen H. 
Ottman, vice president and controller, 
American Hard Rubber Company, and 
serving as Assistant General Chairman 
is Richard G. Jones, controller of Handy 
and Harman. 


New Tax Board Urged 


Creation of an independent tax settle- 
ment board to give taxpayers greater con- 
fidence in the fairness and impartiality of 
tax administration was urged in a resolu- 
tion adopted recently by the council of the 
American Institute of Accountants. 

Procedures for settling tax controversies 
are actually less independent now than be- 
fore the current reorganization of the Bu- 
reau of Internal Revenue, the resolution 
points out. 

The council of the American Institute, 
national professional society of certified 
public accountants, endorsed the proposal 
for a tax settlement board outside the Bu- 
reau which is contained in a bill (HR- 
1062) introduced in Congress by Repre- 
sentative Wilbur D. Mills of Arkansas, 
a member of the House Ways and Means 
Committee. 
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SAVE TAX RETURN TIME! 


Get copies clean, exact, fast 





by the new Copyflex system! 


Now, with the revolutionary new Brun- 
ing Copyflex Tax Return System, you can 
get all the clean, error-proof, low-cost, 
exact copies you need without any typing, 
carbons or proofreading. 

Learn about CopyFLEx now, before the 
tax rush begins. You'll save hours... 
even days .. . because your “worksheet” 
or typed original can be your return, with 
copies made in seconds. 

Bruning’s system specialists originated 
this unique time-saving system, working 
with leading tax authorities of bank and 
accounting groups. You save costly time, 
get better copies faster in preparing cor- 
poration, fiduciary, individual, excess profits, 
and many other tax returns. Leading firms 
already are using the CopyFrLex Tax Re- 
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turn System and are benefiting from its 
economies. 

Why hire special, costly statistical typ- 
ists for tax work when—with CopyFLex 
—you need no copy typing? Save this 
expense . . . and speed production of 
completed returns and copies as well. 

Investigate COPYFLEX now to simplify 
your work in the busy tax season just 
ahead. Mail the coupon. Charles Bruning 
Company, Inc., Dept. M102, Teterboro, 
New Jersey. 


(BRUNING ) 


Speciolists in copying since 1897 





Teterboro, N. J. 


Please send me full details on how to speed tax work via the Bruning 
Copyfiex Tax Return System. 
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TAXATION AND BUSINESS CONCENTRATION* 


Reviewed by JOHN McFARLAND 
Manager, Tax Department 

Sun Oil Company 

Philadelphia, Pa. 

The foreword of this book written by 
A. D. H. Kaplan, states that the bulk of 
the present volume is devoted to a 
timely examination of those aspects of 
the federal tax structure that may foster 
business concentration. As we examine 
the book's contents, chapter by chapter, 
we find a wide difference of opinion 
expressed by the authors of the various 
papers delivered at the Tax Institute's 
Symposium, June 1950, on the subject of 
the effect of taxation on business con- 
centration. This volume contains a col- 
lection of very interesting papers on this 
subject. 

We find under “Recent Trends” that 
the author points up the effect of vari- 
ous taxes on the operation of small busi- 
ness and considerations which the owner 
of small business should think of when 
disposing of his business by sale or mer- 
ger. We encounter the statement that 
Chain Store and Sales Taxes have no 
repressive effect on business in the re- 
tail trade, but that the most important 
factor is the Federal Income Tax as it 
applies to small business. 

An interesting paper is devoted to 
a further discussion of Section 102, 
wherein the writer again points up the 
iniquitous Section 102 and the results of 
its application to closely held business. 
We are furnished with examples of the 
necessity of disposing of a business 
through sale, merger or consolidation, 
thereby contributing to business concen- 
tration and elimination of competition. 

Chapter VI which is devoted to the 
subject of depreciation, is worth the 
price of the book alone. Here is a na- 
tional authority, Maurice E. Peloubet, 
pointing up the rigid policies of the Bu- 
reau of Internal Revenue in administer- 
ing the policy of depreciation as called 


* Published by Tax Institute Inc., Princeton, 


N. ]. $5.00 
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for by the outmoded TD-4422. Here, at 
last, is a clear call to get back to account- 
ing fundamentals and to get away from 
the engineering concept of administer- 
ing depreciation. 

We then encounter an excellent re- 
fresher on the carry-back carry-forward 
principle of losses under the Revenue 
Act, and it contains much fine material 
and valuable advice regarding the ap- 
plication of the particular Section of the 
Code. 

Then we come to one of the most con- 
troversial matters dealing with federal 
taxation, namely, shall we or shall we 
not tax the income from farm coopera- 
tives. Clarence L. Turner makes an ex- 
cellent case for taxing cooperatives, and 
rightly so. This paper points out the un- 
fairness of permitting cooperatives to 
escape tax down through the years and 
the studies that are now being made by 
Congress to try to remedy the situation. 
As he states in his conclusion, ‘There is 
little to distinguish the profit margins 
of companies purchased by cooperatives 
after they have been operated for a time 
under their management from the profit 
margins resulting from _ proprietary 
ownership.” 

The other side of the argument, de- 
fending the exemption from tax of farm 
cooperatives, is well handled by Karl D. 
Loos. Chapter XII also discusses another 
interesting viewpoint in connection 
with competition from “'so-called”’ non- 
profit organizations. Reference is made 
to the famous Mueller Macaroni Com- 
pany—New York University case and 
the effect that not taxing such so-called 
nonprofit organizations may have on the 
business community as a whole. 

The Honorable Walter C. Ploeser, 
chairman of the House Select Commit- 
tee on Small Business in the 80th Con- 
gress, presents an excellent paper on 
government paternalism. A picture is 
presented of government enterprise 
competing with private business and 
displaying the consequences of such 
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competition. It points up the rules of 
competition that are set by government 
as so unfair and pleads for a return to 
free economy. 

John Bauer, director of the American 
Public Utilities Bureau, takes issue with 
Mr. Ploeser on his comments on govern- 
ment enterprises. We have the other 
side of the argument advocating public 
ownership, largely because of the special 
suitability of public organization to the 
particular activity such as the River 
Valley development and the multiple 
functions as illustrated by TVA, viz., 
water resources development, flood con- 
trol, navigation and general regional ad- 
vancement. This is an excellent paper in 
support of the part the Government takes 
in engaging in activities for the benefit of 
the masses of the people. 

There are several papers in the latter 
part of this book dealing with the effect 
of estate, inheritance and gift taxes on 
business development and survival, with 
particular emphasis regarding the effect 
of these taxes on small business. This is 
a problem that many of us are familiar 
with and points up the serious conse- 
quences of the liquidation of small busi- 
ness because of the imposition of high 
estate taxes and the sacrifices that are 
frequently made in order to meet the 
tax liability. 

We are also presented with another 
viewpoint maaan the double taxation 
of dividends. Many pleas have been 
made to the proper Congressional com- 
mittees for relief, but to date none has 
been forthcoming. 

The paper “Double Tax on Divi- 
dends” covered by Chapter XVIII again 
forcefully presents the damaging effects 
of such a policy in our tax structure. The 
problems that are created by such tax 
policy is demonstrated when considera- 
tion is being given by management as 
to the route to follow in an attempt to 
acquire new funds for expansion, to 
launch new competition, to meet death 
tax liability. The author shows that debt 
financing under present-day conditions 
is more favorable, and demonstrates that 
our present tax structure favors the 
large corporation. 

This is followed by a paper in Chap- 
ter XIX forcibly pointing out that the 
present corporate tax rate, along with 
other forms of taxation on small busi- 
ness and its owners, is so severe that it 
forces such small business to sell out or 
merge with larger companies. 

An old friend appears again in Chap- 
ter XX. Beardsley Ruml presents a 
paper on the “Discriminatory Effects of 
the Excess Profits Tax.” Some interest- 
ing suggestions as to what business can 
do with what he calls “OE Dollars” 
make good reading in this chapter. 
Those are the dollars of income beyond 
the excess profits credit. Business must 





move quickly, says Mr. Ruml, to take 
advantage of these suggestions, since the 
excess profits tax is due to expire June 
30, 1953. 

Professor Buehler concludes the vol- 
ume with an excellent paper on the 
theory of business taxation. The Pro- 
fessor again dwells on the theory as to 
whether business pays the tax direct or 
whether it passes it on in the cost of its 
product. 

He has much to say about the theories 
of taxation such as impersonal costs and 
benefits, ability to pay, nondiscriminat- 
ory taxation, and the theories of taxa- 
tion according to economic effects. He 
wisely concludes by observing that we 
have a long way to go in the improve- 
ment of our income and our other taxes on 
business and natural persons if they are to 
be consistent in their efforts with our goal 
of a stable, healthy, growing economy. 
Federal, state and local taxes should be 
better coordinated. That is a matter that 
has received very serious consideration 
from business, and although it has been 
under study for some time we cannot as 
yet point to anything constructive that has 
been done along those lines. Much has 
been said in this paper with reference to 
impartial taxation. The point is well made 
that all enterprises which are conducted 
for the purpose of obtaining income 
should be taxed. 

There is a lot of very valuable ma- 
terial and much food for thought in this 
volume, and those who did not have the 
opportunity of hearing these papers pre- 
sented at the Symposium would be well 
advised to purchase a copy from the Tax 
Institute. 


EFFECTS OF TAXATION ON 
CORPORATE MERGERS* 


By J. Keith Butters, John Lintner, 
and William J. Cary, assisted by 
Powell Niland 


Reviewed by J. H. LANDMAN 
Attorney at Law 
New York 


In the period from 1940 to 1947, our 
country leona itself in the anomalous 
position in which the Department of 
Justice condemned corporate mergers as 
contributing to monopolies, and Con- 
gress encouraged this state of affairs by 
its confiscatory tax laws. High individ- 
ual, corporate, and estate taxes are in- 
tended to prevent large hereditary for- 
tunes. Yet the numerical increase of 
mergers is evidence of the partial de- 
feat of this purpose. This study pur- 
ports to analyze this economic and tax 
phenomenon. Butters and Lintner are 

* Published by Division of Research, Gradu- 


ate School of Business Administration, Harvard 
University, Boston, 1951. $4.25. 
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Harvard University business economics 
professors, and Cary is professor of tax 
law at Northwestern University. 

The study first deals with the tax 
motivation for the sale of closely held 
enterprises. It depicts the high individ- 
ual and corporate tax rates, the threat 
of the penalty Code Section 102 tax for 
unreasonable corporate accumulations 
of profits, and the high estate taxes 
which may mean the forced liquidation 
of a block of stock to strangers at de- 
pressed prices before 1950. 

The authors make the inconclusive 
finding that the Treasury has not been 
deliberately or consistently unfair in the 
valuation which it places on the securi- 
ties of closely held companies for estate 
tax purposes. The reviewer differs with 
this tentative finding. The valuation of 
securities of publicly held corporations 
for estate tax purposes is their selling 
price on the stock exchange on the day 
of the taxpayer's death or, by choice, 
one year later. If capitalizing earnings 
and other methods used in the estate 
tax valuation of closely held corporate 
stock were applied to publicly held se- 
curities, the latter would have had at- 
tributed to themselves in many instances 
ten times their stock exchange value. It 
is commonly known, for example, that 
some publicly held bank shares sell on 
the stock exchange for less than their 
liquidation appraisal and yet their stock 


exchange value on the day of death, or 
one year later, governs the valuation of 
the decedent's holdings. 

This study then develops the alterna- 
tive courses of action which the owners 
of closely held enterprises may adopt to 
avoid selling out to other companies. It 
deals with gifts before death to mem- 
bers of one’s family and to tax-exempt 
philanthropic institutions. Other pe 
ods constitute a public sale of part or all 
of the owner's stock, a sale to private in- 
dividuals, or a sale to charities. . 

Congress took to heart these hard- 
ships that frequently beset decedents’ es- 
tates made up largely of closely held 
corporate stock. It enacted the Revenue 
Act of 1950 which provides, among 
other features, for the tax-free liquida- 
tion of enough of such stock to pay the 
federal and state estate and similar taxes 
and interest, on condition that more 
than 50% of the net estate consisted of 
this stock. The Revenue Act of 1951 
revised this provision by reducing the 
requirement to 35% of the gross estate 
of the decedent. 

While the authors apologize for this 
part of the book as being insufficiently 
scholastic and exhaustive, it pleases the 
reviewer much more than what immedi- 
ately follows as a worthy scholastic con- 
tribution. 

It constitutes an appraisal of the rela- 
tive importance of the tax and nontax 





INSURANCE BROKERS 


Chicago, 231 S. LaSalle St. 
Minneapolis Detroit 
Montreai 


Phoenix 


St. Louis Indianapolis 


Calgary Washington Tulsa 





Your insurance problems 
are Our Business 


Our service consists of giving you sound insurance counsel and 
purchasing for you, from leading markets, the proper forms of 
insurance to cover your business operations. 
keeping your insurance costs at a minimum and reducing the 
frequency and severity of losses through our protection engi- 
neering services. When losses do occur, it includes continuing 
supervision that carries your claims through to satisfactory 


payment. Your insurance problems are our business. 


Marsu & McLeEnNNAN 


INCORPORATED 


New York, 70 Pine St. 
Boston Los Aneel. 
St. Paul 


Milwaukee Cleveland 


It provides for 


AVERAGE ADJUSTERS 


San Francisco, Russ Bldg 


Toronto Pittshurgh Seattle Vancouver 
Buffalo 


Havana 


Duluth Portland Atlanta 


London 











AN AE TIE 


Shortages caused by employee dishonesty 
continue to rise in both size and number—at an alarming rate! 
Should one be discovered in vour business in 1953, you will want 


' 


reimbursement— fast! 


Make sure that your 1953 budget includes 


the modest amount needed to bond your em- 


ployees. Make sure, too, that the amount ot 


your bond corresponds to the size of your 
operations. Your American Surety Agent 
can give you real help in fitting a bond to the 


needs of your business. Call him now!* 


*1f you don't know his name, just write our Agency 


& Production Department, We'll furnish it promptly. 


For the best in protection— 
call your American Surety Agent! 


HMERICAN SURETY 


100 Broadway, New York 5, N. Y. & 
FIDELITY - SURETY - CASUALTY - INLAND MARINE - ACCOUNTANTS LIABILITY a aa 
WROUGH | Sn LOE 


AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC. 








motives of the sellers and of the buyers 
of business enterprises. It concludes that 
taxes constituted a primary selling rea- 
son for the sale of about one-tenth of 
the publicly held mergers in the manu- 
facturing and mining industries between 
1940 and 1947, and for about one- 
fourth of the mergers involving selling 
companies with assets in excess of $1 
million. 

Taxes appear to have been a major 
reason for sale in mergers involving a 
little over one-fourth of the total assets 
of all companies sold in such transac- 
tions and about one-third of the total 
assets of all companies sold with assets 
of over $1 million. The nontax reasons 
for these sales were management and in- 
vestment considerations, 

From the standpoint of the purchas- 
ers, not taxes but new products, plant, 
production, and expansion were the 
primary considerations. 

The reviewer doubts the reliability of 
the conclusions as to the sellers’ motives 
for corporate merging. His beliefs based 
on his experiences as a tax attorney are 
that the tax motive among sellers in tax 
mergers is much more prevalent. He 
suspects that the authors’ sampling of 
104 mergers is inadequate and that the 
authors’ interviewing failed to discover 
the reluctance of businessmen to reveal 
the entire truth lest the mergers be 
challenged taxwise. 

The important contribution of this 
study is that the merger movement be- 
tween 1940 and 1947 produced very 
small increases at most in the prevailing 
levels of over-all concentration of cor- 
porate assets. It points out that the rela- 
tive concentration of assets among both 
the largest 500 and the largest 1,000 
manufacturing firms was actually re- 
duced by the merger activity of these en- 
terprises. It concludes that on balance 
the mergers which have occurred since 
1940 did not weaken the over-all com- 
petitive structure of the economy to any 
serious degree. 

By contrast, the reviewer wishes to 
report that the concentration of wealth 
between 1940 and 1947 was considered 
a greater menace to free economic en- 
terprise by the U.S. Department of Jus- 
tice than this study would want us to 
believe. The Department of Justice in a 
report to the Subcommittee on Mo- 


| nopoly of the Select Committee on Small 


Business of the United States Senate, 


| dated May 23, 1952, entitled “A Study 
| of the Development of the Antitrust 


Laws and Current Problems of Anti- 


| trust Enforcement,” page 13, has this 


to say in part on this question: 


“At the close of World War II, it became 
apparent that the monopoly problem was 
more serious than at any time since the pas- 
sage of the Sherman Act. Tremendous gains 
had been made by monopoly during the war 
years at the expense of competitive enterprise. 
More than a half-million small-business con- 
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cerns had been eliminated during the war 
and, while there had been some resurgence of 
small business in the first postwar year, there 
were some 160,000 fewer businesses operating 
at the beginning of 1946 than in 1941, The 
concentration of control of manufacturing fa- 
cilities, industrial know-how, and financial 
strength was accentuated by the distribution 
of prime government war contracts to large 
concerns and this undoubtedly contributed 
to the loss by merger or otherwise of so many 
smaller businesses. 

“In 1946 the 250 largest corporations held 
approximately two-thirds of the Nation's us- 
able manufacturing facilities and controlled 
facilities equivalent to those of all manufac- 
turing corporations in 1939. This develop- 
ment came about because these organizations 
possessed advantage in capital, experience, 
and patents and because it was necessary in 
the war emergency for the Government con- 
sciously to substitute a policy of controlled 
economy for the peacetime policy of competi- 
Cy a 

“... During the last quarter of 1945 
the rate at which such consolidations were 
being consummated was higher than at any 
time in the previous 15 years. . . .” 


Congress, too, must have been con- 
vinced of the existence of this threaten- 
ing monopolistic state of affairs, not- 
withstanding this book’s findings to the 
contrary, when it amended on December 
29, 1950 the Clayton Antitrust Act. It 
prohibited the acquisition of assets of 
other business enterprises where the ef- 
fect may be substantially to lessen com- 
petition or to tend toward creating a 
monopoly. It thus plugged another 
loophole in the tactics of organizing a 
monopoly. 


INVESTMENT ADVICE FOR 
PROFESSIONAL MEN* 


By Howard A. Bolton and 
Wilford J. Eiteman 


Here is a concise (90 pages including 
appendix ) book that should interest con- 
trollers and financial officers of corpora- 
tions. The content is A-B-C as far as their 
special knowledge is concerned, but it is 
the helpful kind of book—written in sim 
ple, understandable terms—which should 
be kept in mind for passing along to rela- 
tives, neighbors, partners in bridge or golf 
foursomes and the host of others who so 
often ask for investment advice. 

The authors are to be congratulated on 
this highly understandable effort to out- 
line an investment plan of special interest 
to persons with stable incomes. The book 
covers not only common and preferred 
stocks, and bonds, but also a formula for 
determining how much insurance should 
be carried, and explains a simple method 
by which to analyze securities. For the per- 
son who wishes to invest his savings with 
“reasonable safety at yields in excess of ten 
per cent per year,” the book carries im- 
portant fundamental information. 


* Published by Masterco Press, 1608 Morton, 
Ann Arbor, Mich. $3.50. 
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Editors, TH&t CONTROLLER: 


The enclosed was “‘lifted’” from some publication prior to 
last Christmas, but the words of wisdom and “‘guideposts”’ are 


ever timely. 


W. S. HENDRY 

Secretary and Assistant Treasurer 
Gilbert & Barker Manufacturing Co 
West Springfield, Mass. 


Timely indeed—and pointed (but we're not saying at whom). 


Christmas is coming and so is the office party, a celebration 
dating back to olden times when the lord of the manor called 
in the serfs, slapped them on the back and handed each a flagon 
of ale. Afterwards, they were expected to trudge back to the fields 
to sweat for another year and be grateful for a few groats in wages. 

So, to this day, boss and worker gather together, a bit un- 
comfortably at first, then more congenially as they dip into the 
modern equivalent of the wassail bowl. Eventually, everybody 
gets overconfidential. Remarks that sound fine during this period 


HOW TO BEHAVE AT AN OFFICE PARTY 


Words of wisdom for all employes plus 
special pointers for bosses 


GENERAL TECHNIQUE 
Don’t stay away, no matter how you behaved last year. You 
may not be missed, but you'll worry about it for days. 


Don't cluster with members of your own department. The 
people in shipping aren't as bad as they look. They couldn’t be. 


Don’t hit the boss for a raise. If he remembers you the next 
day when he’s tired and snappish—you’'re a dead duck. 

If you plan to put on a skit panning the brass, don’t make it 
too bitter. After all, you want your kids to eat, don’t you ? 


Think twice before you tell anyone anything. Violate this rule, 
and for the next 30 nights the very thought of the party may cause 
you to leap on your pillow like a hooked sailfish. 


FOR MEN ONLY 

Be sure to dance with the boss’s secretary. It is also OK to dance 
once with each stenographer. Do it twice, and you're liable to 
hear about it later 


Let any female kiss you provided it is in the middle of a well- 
lighted room and she is doing it to everyone else. Otherwise, nix. 


If it's Christmas Eve, try to leave in time to help the family 
trim the tree—that is, if you really want peace on earth and good 
will toward you 


—The Editors 


often don’t sound so good the next morning. In fact, the day after 
the office party, the assistant manager is apt to wonder just what 
he said to the good-looking receptionist and whether the words 
were taken seriously. And various mild-mannered slaves are apt 
to wince on recalling how they mentioned to the boss that certain 
things weren't being run just right. No wonder there is a bit of 
dread mixed with anticipation as the office party draws nigh. But 
if you get the following rules firmly in cor maybe on the morn- 
ing after you won't feel like crawling under a rock. 


FOR WOMEN ONLY 
It’s probably all right to take off your shoes and dance in your 
stocking feet. Other than that, no. 


Be sure to dance with the boss. He is probably a trifle glue- 
footed but he thinks he’s another Fred Astaire. It is also OK to 
dance with married males, but spread yourself around. Remember, 
you may be a wife yourself, sometime. 


If you get the idea you could go for that handsome salesman, 
forget it. He has a wife, four kids, an upper plate and flat feet. 


FOR THE BOSS 
The employes know you make plenty, so don’t be chinchy 
about the refreshments. 


If it's too much of a strain for you to smile, at least don’t look 
gloomy. That vacant look you wear when you're alone will be OK. 


On the other hand, don’t overdo the affability. The contrast 
with the week before may be too much for the employes to stand. 


Don't hog the mistletoe even though you do know you're the 
handsomest man present. 


Don't ask any questions you wouldn’t want a straight answer 
to. Remember, people may not have all their inhibitions with 
them. 


Also, this is not the time to explain the new pension plan. 
If you get any real hot ideas on how everyone can have fun, 


suppress them—that is, unless you will relish being referred to 
for weeks as “that third-rate Milton Berle.” ~ANONYMOUS 
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Selling Our Economic System 


(Continued from page 578) 


men advocate measures that increase 
slavery, it is either from ignorance or 
deliberate design. 

Once you make up your mind to criti- 
cally analyze every economic and politi- 
cal problem from the standpoint of 
whether it furthers freedom or leads to 
collectivism, you will have no trouble 
in explaining your belief to other men. 


POSITIVE SELLING 


Equally effective, I believe, is the posi- 
tive approach—-selling the doughnut in- 
stead of the hole. You are familiar, of 
course, with the usual approach of how 
much better off our citizens are than 
those of any other nation. 

We point out, for instance, that with 
only 6% of the world’s population we 
produce 45% of the meat, 46% of the 
electricity, 60% of the wheat and corn; 
consume 14% of the food, 48% of the 
coffee, 53% of the wool, 56% of the 
rubber; and that we own 35% of the 
railroads, 50% of the gold, 60% of the 
telephones, 82% of the bathtubs, and 
85% of the automobiles of the world. 
We point out such contrasts as, it takes 
an American worker 27 minutes to earn 
the price of a dozen eggs and takes the 
Soviet worker 244 minutes. 

But this listing of the material things 
that go into our miraculous standard of 
living—automobiles, telephones, food 
clothes, homes—impressive as it is, begs 
the real point. 

Our great American standard of liv 
ing is not just shoes, clothes, houses, au- 
tomobiles. It is also radios, group hos 
pitalization contracts, beauty parlors. It 
is more leisure, better health, improved 
standards of care for the very young, 
the aged and the handicapped. 

Our great contribution to physical civil- 
ization has been our genius for using ma- 
chinery. We have harnessed inventive and 
enginecring genius to make things that 
double harvests, make mass sanitation pos 
sible, speed transportation and cheapen 
products and services. As a result, we are 
the greatest producers in the world of phy- 
sical things, but we also lead the world in 
schools, parks and playgrounds, libraries, 
hospitals, art museums, theatres, and sym- 
phony orchestras. 

And why ? 

All of these fabulous achievements de- 
rive from the fact that the release of 
energy under freedom produced a sur- 
plus over and above the necessities of 
life to pay for them. Social gains follow 
economic gains as a matter of simple 
cause and effect. Women were not freed 
from their 18th century servitude by 


feminist agitation, but by the invention 
of the sewing machine, the washing ma- 
chine, the refrigerator and the dish 
washer, together with revolutionary de 
velopments for handling and distribut- 
ing food. We have more beef than any 
other nation in the world, because a man 
named Glidden invented barbed wire 

In 1776, it took nine men on the farm 
to feed themselves, and one city dweller 
Today, one man on a farm feeds him- 
self, four city people and one man in the 
service. This was not brought about by 
political reform, or by edict, but by the 
invention of the steel plow, the reaper 
and the tractor. As I have already said, 
all of this is the end product, the fruit 
of a system that released the energies of 
man and permitted him to do his own 
planning and to suffer the consequences 
of his own failure to plan. 

America was made by people willing 
to walk 2000 miles beside a wagon to 
find opportunity, because they could 
keep the fruits of their expenditure of 
energy for themselves. And the reason 
they had this impelling incentive—op- 
portunity to keep the fruits of their 
work for themselves—-was because we 
are a part, here in America, of the one 
real revolution in history. That is the 
revolt against pagan fatalism and for 
human freedom 


CONFLICTING CONCEPTS 


Throughout the 6,000 years of re- 
corded history, two basic philosophies 
of life have been in deadly conflict. One 
concept, the liberal concept—our con- 
cept——is based on the belief that man is 
a responsible individual and that the 
state is a creature of, and a servant of, 
man. The other concept, the authori- 
tarian concept, the pagan concept, is 
based on the belief that man is wholly 
at the mercy of relentless forces outside 
himself; that there is nothing he can do 
about it; that he is merely a servant of 
the state and of no importance as an 
individual. 

Our concept exalts man as one with 
God. The other debases him as merely a 
slave, an animal, born to serve the state. 

The first recorded recognition of man 
as a responsible individual is in the 
story of Abraham, Moses, Gideon and 
Samuel whose teachings were preserved 
and handed down through countless gen- 
erations of Israelites. Christ expanded the 
doctrine that man is a free agent, responsi- 
ble for his own acts, to include the princi 
ples of human brotherhood. 

The second attempt to establish indi- 
vidual freedom was by Mohammed, 
around 600 A.D. He taught that the pa- 
gan gods did not exist and there is only 
one God of truth and rightness and that 
each ,individual is responsible for his 
own acts and that all men are brothers. 
While Europe was stagnating in the 
Dark Ages, 30 generations of Saracens, 
who believed in personal freedom, had 
created, and kept going for 800 years, 





“Can you lend me ten dollars and put 
it on my electric bill, Mr. Thomas?” 
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Selling Our Economic System 


(Continued trom page 597) 


a civilization more closely akin to what 
we have developed here in America than 
anything that had gone before. 

They established great universities 
from Baghdad to Granada. They 
adopted Hindu numerals and added the 
concept of zero, without which modern 
mathematics would be inconceivable. 
We owe to them astronomy, navigation, 
modern medicine, surgery, scientific ag- 
riculture and countless contributions to 
art, science, production and commerce. 
It is an irony of history that they were 
suppressed in the name of Christ by fa- 
natical crusaders who had never before 
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floors, oil lamps, sugar, glass, coffee or 
Damascus steel, much less, as you may 
find hard to believe, naphtha, gypsum 
and benzine. 

More than 200 years later, the idea of 
establishing which 
men could expand the energies gener- 
ated under freedom began to take shape 
in the hard root-hog-or-die frontier life 
in the New World. This third great at- 
tempt started merely as a_ rebellion 
against tyranny by men who knew they 
were free and were without any formal 
leadership until after war had actually 


conditions under 


started. 

The Declaration of Independence was 
drawn up more than a year after Bunker 
Hill. It was 12 years after that and seven 
years after the war had been won before 
these determined individualists were 
able to agree on a form of political 
structure which they thought would 
keep men free. It was the first consti- 
cutional republic creating a central gov- 
ernment of limited powers and, in order 
to get it ratified, they had to amend it 
with ten specific statements of prohibi- 
tion, setting out the natural rights of 
man which the state could not infringe. 

It was because here men for the first 
time had complete freedom to develop, 
here that energy of the superior man was 
released, here where men were not held 
down, here where each was free to make 
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his own plans, where individual respon- 
sibility under God replaced slavish obe- 
dience to the dictates of the pagan state, 
that we have built the greatest, richest 
and most fabulous nation yet on earth. 


SOWING THE SEED OF FREEDOM 


Henry Grady Weaver, whose “Main- 
spring’ is much the best exposition of 
why the release of energy under free- 
dom built here so great a nation, sug- 
gested that we would do a much better 
job of bringing freedom to oppressed 
peoples of other lands if we would do 
a better job of sowing the seed instead 
of merely donating the fruit. 

He believed that each item of food, 
clothing, money and equipment that we 
give away should be accompanied by a 
simple matter-of-fact statement of the 
reasons underlying our ability to make 
contributions out of all proportion to 
our population and our natural re- 
sources. He believed that if we started 
crusading for the American Way, we 
would appreciate what we have more, 
be more steadfast in holding to the faith 
of our fathers and more alert in resist- 
ing the alluring promises of the false 
Utopia which, for over 6,000 years, have 
kept the vast majority of people of 
the world underfed, underclothed, em- 
broiled in wars between pagan authori- 
tarian states and surrounded by famine, 
pestilence and human degradation. 

One thing is certain: we can’t preach 
the merits of a free market and sound 
financial policies to Europe and follow 
totalitarian policies ourselves. We can't 
keep our own economy strong by strip- 
ping it of its capital to shore up foreign 
economics built on the treacherous foun- 
dations of totalitarian control to main- 
tain a welfare state. 


RENEWING OUR FAITH 
Bruce Barton said recently: 


"Tl contend that what America needs 
first and foremost is more faith. We 
Americans are spiritually sick, and every 
day more of us are getting to know it. 
The first step toward health, I think, 
would be to elect a President with the 
courage to say in ringing tones, I believe 
in the United States and in the economic 
system that has made it great.’ Under the 
impulse of that old-fashioned faith, we 
might begin to achieve some measure 
of the world leadership that we hear so 
much about.” 
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Douglas MacArthur, in his powerful 
appeal for a spiritual rebirth of faith, 
before the Mississippi State Legislature 
on March 22, called for a renewal of 
our devotion to God and the religious 
base upon which our country was 
erected, 

Ours is a nation founded on belief in 
God and if we forget that we lose the 
secret of freedom. 

If we have faith in God, we must re 
alize that He had a purpose in designing 
us so that no person ts like any other 
person. So that each person ts an indi- 
vidual. Those who advocate laws to 
compel others to do what they think ts 
good for others to do are arrogating to 
themselves the function of God. 

To advocate achieving egalitarianism 
by the use of force is a brazen indict- 
ment of God's system of variation of 
capacities of individuals 

As I have already said, the problem ts 
to get understanding. I have discussed 
how you might, and I hope will, start us- 
ing your influence right where you are, as 
an individual. 

I hope the examples are convincing 
evidence that how to do it is not the 
problem: the job is to get enough of us 
up in the collar doing it 

Enough of us must decide to put first 
things first, and put above all else the 
fight for freedom, the fight to stay an 
individual, the fight to avoid becoming 
a slave to the state. 

We must make it our business to do 
everything that we personally can do to 
stop government taking money away 
from us by force and spending it on 
purposes for which we would not spend 
our own money tf we were free men. 

Each of us has a circle of influence, 
whether two or 20 or 200. In that circle 
we must devote ourselves to helping 
every man achieve that same faith and 
understanding and belief that we have 
in this American revolution against pa- 
ganism, where man’s age-long yearning 
to be a free spirit has most nearly 
reached its goal. 

It gets down to the fact that if you 
do nothing you have automatically made 
i decision not to help. If you remember 
the story in your Bible of the talents, 
you will remember that the condemna- 
tion of the unfaithful servant who bur- 
ied his talent was not because he did 
evil. It was because he did nothing. 


INDIVIDUAL RESPONSIBILITY 


You and I can't do a thing on earth 
about the attitude of people at Seattle 
or Houston or New York. We can't 
even take on California, or San Fran- 
cisco, or Eureka. But we can reduce it 
to the terms of the people we see and 
talk to every day. 

If you listen to Father Keller, of the 


(Continued on page 600) 
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Is it WISE to 

(rust your customer 
more than you 
trust yourself? 


Businessmen insure their capital 
from loss through embezzlement, 
theft and fire... yet many neglect 
to protect the same capital when it 
becomes an “account receivable.” 


REDIT losses represent working capital . . . and its 

earning power . . . gone forever. Your customer’s 
“promise to pay” can be a positive asset when it is backed 
by American Credit Insurance, the GUARANTEE that 
receivables will be paid. 


’ BOOK, “Credit Insurance and Your 
Company.” It tells how and why 
businessmen last year protected sales 
of over 5 billion dollars with American 
Credit Insurance. For your copy, con- 
tact our office in your city or write 
American Credit Indemnity Company 
of New York, Dept. 55, First National 
Bank Building, Baltimore 2, Maryland. 


protect your capital 
. » . invest in security 


American “= 
Credit Insurance 


guarantees payment of 
accounts receivable 








% se ME: Rist 
FS 

The FH costs 

little more than a 

standard typewriter 


Easy! Fold sample sheet. Measure 
the folds on metal rule. Then... 


Move indicator knobs to widths 
wanted . . . And it’s ready to go! 


No more” hand folding! 


At today’s salaries, all folding by hand 
is expensive, as well as inefficient, tedious, 
time-taking. Nobody likes to fold! Ineven 
small offices this new FH Pitney-Bowes 
Folding Machine saves time and money. 

The FH is little larger than a standard 
typewriter, costs but little more! It will 
make two folds in one operation, handle 
various weight papers, in sizes from 84 
by 14 inches, down to 3 by 3! It makes 
eight different basic folds. And it folds 
fast—up to 5,000 pieces per hour! 
Semi-automatic, but electrically driv- 


en, it’s accurate as well as fast. Any body 
PITNEY-BOWES 


Folding Machines 


Made by Pitnev-Bowes, Inc 


93 branch offices, 


originators 
f the postage meter 


with service in 199 cities in U.S. and Canada, 


can easily learn to use it after only a 
minute’s explanation. 

Light weight and portable, it can 
easily be moved around where there is 
anything to fold—office, shop, or factory, 
and it takes very little desk space. 

The FH takes only a minute to set up, 
can be used profitably on even small jobs, 
And it quickly pays for itself. *%, 

Call our nearest office 
—or send coupon for 
free booklet. 

Fully automatic model FM 
folds up to 19,000, sheets an hour 
ee 
1 PirNey-Bowes, INc. 

{041A Pacifie St Stamford, ¢ 


Send free booklet on Folding Machine to 





Address-— 








ali Seek 


Selling Our Economic System 
(Continued from page 599) 


Christopher movement, you know that 
he says many times: 


"Each can be at least a pinpoint of 
light in the darkness. Each can fight for 
something, not merely against some- 
thing.” 


And St. Matthew said: 


“If ye have faith, as a grain of mus- 
tard seed.......nothing shall be impos 
sthle to you.” 


You can be sure of this! Somewhere 
there is a part of this job you can do. 
Somewhere, with some one or two or 
more persons, there is some part of it 
that only you can do and which isn’t go- 
ing to get done unless you do it. 

If we preserve freedom, or if we 
fail and become slaves of a regimented 
state, the Lord is going to hold you re- 
sponsible for only one person’s conduct 

your own. Neither the Lord nor your 
Own conscience nor your country is go- 
ing to hold you responsible for what I 
do or don’t do, nor hold you responsible 
for results that are beyond your capacity 
or opportunity. 

Freedom depends, and always will de- 
pend, on individual responsibility; on 
individual integrity; on individual ef- 
fort; on individual courage; and on in- 
dividual faith. It does not depend on 
Washington or Sacramento; it depends 
on you and me. 

If you and I and enough other busi- 
ness and professional leaders have faith 
ourselves and we each of us personally 
shoulder our share of this job we can 
and will meet the transcendent moral 
challenge of this day, that we shall 
maintain here in America a breakwater 
against the rising tide of paganism be- 
hind which to keep burning the fires of 
liberty 


ANSWERS TO ANNUAL 
REPORT QUESTIONS 
on page 586 


1. Wrong. Only one-third does. Two 
thirds rely on advisors. 2. Wrong. Only 
11 per cent revealed an interest in sucl 
items. 3. Wrong. 4. Right. 5. Wrong 
Only 5 per cent so indicated. 6. Right 
tor 50 to 75 per cent of all stockholder:. 7. 
Right. Large investors, financial analysts 
and bankers, employes and union leaders 
/] different types of information 


: fda , 
thout the companies which interest them 


Before publishing your 1952 Annual Re- 
port, consult “What People Want to Know 
about Your Company.’ Copies obtainable 
from Controllership Foundation, Inc., One 
East Forty-second Street, New York 17, N. Y. 
Price $5.00 (Free to Institute Members.) 
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CPAs Recommend 58 Tax Changes 


| pit paaan specific recommendations 
with respect to personal and corpo- 
ration income taxes and excess profits 
taxes have been submitted to the Joint 
Congressional Committee on Internal 
Revenue Taxation by the committee on 
federal taxation of the American Insti- 
tute of Accountants. The proposals, rep- 
resenting studies by the tax committee 
over a period of years, were presented 
in response to a request from the Joint 
Congressional Committee, which is mak- 
ing a general study of the tax laws and 
tax administration. 

Among the major recommendations 
of-the AIA tax committee are: 


1. Allow taxpayers using the LIFO in- 
ventory method to value inventories 
at the lower of cost or market while 
the excess profits tax is in effect, and 
for five years thereafter. 

Adopt a more liberal attitude toward 
accepting depreciation rates deter- 
mined by taxpayers, so long as they 
are on a consistent basis from year 
to year. 

Eliminate the 2% additional tax ap- 
plicable to consolidated corporate 
tax returns. 

Change the date for filing returns 
from 214 to 314 months after the 
close of a taxable year, and grant an 
automatic two-month extension for 
reasonable cause. 

Eliminate dual taxation of corporate 
dividends, or reduce it by giving 
taxpayers who have dividend in- 
come a credit for taxes paid by the 
corporation. 

6. Remove the present tax distinc- 
tion between partnerships and 
closely held corporations by allow- 
ing closely held corporations to 
make an irrevocable decision to be 
taxed as partnerships. 

Allow the cost of contesting a tax 
case as a deduction. 

Extend the definition of ‘fiscal 
year’ to cover businesses operating 
or 13 four-week periods. 

Liberalize provisions under Section 
102 with respect to accumulation 
of corporate profits, and place the 
burden of proof of showing unrea- 
sonable accumulation on the Com- 
missioner of Internal Revenue. 


(Excess Profits Tax Recommendations) : 


10. Supplement the relief provisions of 
the Excess Profits Act of 1950 with 
a general relief provision for com- 
panies with a valid claim to relief 
which do not fit the present rigid 
definitions. 

11. Allow taxpayers to make revocable 
instead of irrevocable elections with 
respect to invested capital and net 
operating loss deductions 


Eliminate the $20 million test with 
respect to growth corporations 

id ompute industry rates of return on 
the basis of the industry's best three 
years from 1946 through 1949, and 
redetermine the rates to allow for 
adjustments after examination of 
returns by Revenue agents to reflect 
excess profits tax credits 

Liberalize statute of limitations to 
give taxpayers a right to claim re- 
fund for a barred year when the 
Commissioner has shifted income 
from a barred year to an open year. 


The American Institute’s tax commit- 
tee repeats and emphasizes the general 
recommendation made in earlier years 


that accounting for income tax purposes 
should be brought into closer conform- 
ity with generally accepted accounting 
principles, particularly with respect to 
prepaid income, accrual of property and 
other taxes, apportionment of taxes be 


tween vendor and vendee and estimated 
expenses and losses 

Each of the committee’s recommenda- 
tions is accompanied by an explanation, 
citing examples of inequities which re 
sult from present provisions of the In 
ternal Revenue Code or rulings of the 
Bureau of Internal Revenue. Thomas J. 
Green of New York is chairman of the 
American Institute’s committee on fed- 
eral taxation, which has three subcom- 
mittees under the chairmanship of 
W. H. Danne of Washington, D. C., 
Wallace M. Jensen of Detroit, and J. S. 
Seidman of New York. 


WE “DO HEREBY GRATEFULLY ACKNOWLEDGE 
THE CONTRIBUTION TO CONTROLLERSHIP . . .” 


Frank J. Carr and John C. Naylor re 
ceived plaques commemorating their 
services to Institute of 
America as national president and in 
other October 28th 
meeting of the St. Louis Control of the 
Institute. The presentation by Control 
President Grant F. Goddard of Brown 
ing Arms Company, was made to Mr 
Naylor (above left) and Mr. Carr 
(above right) at the Control's dinner 
meeting in the Hotel Statler 

Mr. Carr, controller of Mallinckrodt 
Chemical Company, St holds 
Membership Certificate #29 of the Insti 
tute and was its first president, serving 
for the first two years, from 1931-1933 

Mr. Naylor, holder of Membership 
Certificate #589 of the Institute, ts ex 
vice president and secretary 
Milk Company and 


Controllers 


capacities, at the 


Louis, 


ecutive 
treasurer of Pet 


THE CONTROLLER 


served as national president for the 
1943-1944 term. During his administra 
tion the Institute added nine local Con 
trols to its roster, the largest single 
year's growth in its history 

Mr. Carr's plaque recognized his serv 
ices as national president, national di 
rector, chairman of the National Educa 
and chairman of the 
National Planning Committee 

The services recognized on Mr. Nay 
lor's plaque included president of the 
St. Louis Control, national director, chair 
man of the National Committee on Mu 
tual Problems with American Institute of 
Accountants, national vice-president, na 
tional president, chairman of the National 
chairman of the Na 
Ethics and Profes 
trustee of Control 


tion Committee 


Planning Committee, 
Committee on 
Standing 


tional 
sional and 


lership Foundation 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in pare ntheses. 


Russect B. WIrTrer (#4164-1948), 
controller, Diebold, Inc., Canton, Ohio, 
has joined the Atlantic Standard Division 
of Standard Register Company in York, 
Pa., as controller. 


C. A. Taytor (#4740-1949) was 
elected a director of Copperweld Steel 
Company, Glassport, Pa. Mr. Taylor is 
treasurer and controller and has been as- 
sociated with Coppe rweld since 1939. 


Epwarp J. GesicK (#4813-1950), for- 
merly secretary-treasurer of Mills Indus- 
tries, Incorpo- 
rated, Chicago, 
Illinois, is now 
treasurer of the 
Southwest Re- 
search — Institute 
of San Antonio, 
Texas. Prior to 
joining Mills In- 
dustries, Mr. 
Gesick was as- 





sistant secretary- 
treasurer of Pop 
ular Mechanics. 
During World War II he was in the Office 
of Chief of Ordnance in Washington. 

Mr. Gesick was author of the article, 
Getting Set Organizationally for War 
Contracts” in the February 1951 d 
THE CONTROLLER 


MR. GESICK 


issue of 








GERALD T. LAWLER (#3119-1944), 
formerly comptroller, Twin Coach Co., 
Kent, Ohio, has joined Mills Industries, 
Incorporated, Chicago, Illinois, as treas- 
urer. 


FREDERICK L. PATTON (#2047-1941), 
vice president of Cambridge Rubber Com- 
pany, Cambridge, Mass., has been named 
chairman of the Taxation Subcommittee 
of the Manufacture Department Commit- 
tee of the Chamber of Commerce of the 
United States. Mr. Patton is immediate 
past president of the Boston Control of 
Controllers Institute and was treasurer of 
Tax Executives Institute during the past 
year. 


CLAIBORNE H. JOHNSON (#4258- 
1948), controller of Fleming & Sons, Inc., 
Dallas, Texas, is the author of an article, 
“Minimum Cost Controls,” published in 
the October 1952 issue of Cost and Man- 
agement, which is the publication of the 
Society of Industrial and Cost Account- 
ants of Canada. Mr. Johnson served as 
general chairman of the 1952 Southern 
Conference of Controllers Institute. 


GEORGE J. GILMORE (#4788-1949), 
formerly affliated with Knapp-Monarch 
Co., St. Louis, Mo., has joined R. E. Fun- 
sten Company, of the same city, as con- 
troller. 








CHANGING YOUR ADDRESS? 

Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your February issue, we should be notified of your new ad- 
dress before January 1. Be sure to include your postal zone 


as well as your old and new address. 


THE GONTROUER........:....- 
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HAROLD H. ScaAFF (#3463-1945) vice 
president and director of Ebasco Services, 
Inc., New York, 
is currently serv- 
ing as chairman 
of the Financing 
and Investor Re- 
lations Commit- 
tee of Edison 
Electric Institute. 
Mr. Scaff is also 
president of the 
New York City 
Control of Con- 
trollers Institute. 
The objective of 
the Financing and Investor Relations 
Committee of the EEI is to provide mem- 
ber companies with data for the promo- 
tion of better investor relations, better 
understanding of the problems arising 
from the sale of securities and better cli- 
mate for the sale of such securities as an 
aid to financing the vast expenditures nec- 
essary to successful completion of the 
electric industry's expansion program. 


Owen 





MR. SCAFF 


CLyDE J. McCABEE (#1225-1938), 
formerly assistant to works manager of 
John A. Roebling’s Sons Co., Trenton, 
N. J., is now controller of Peter J. Schweit- 
zer, Inc., New York. 


Bert O. BRAND (#1829-1941), for- 
merly controller, Vanadium Corporation of 
America, New York, has been elected vice 
president and secretary of the company. 
JOHN J. SPOLLEN, formerly assistant con- 
troller, has been named controller. 


FRANK E. HALDERMAN (#2538-1943), 
treasurer, Bower Roller Bearing Company, 
Detroit, Mich., was recently named vice 
president and treasurer. 


CHARLES A. SPECHT (#4507-1949), 
controller, Charles Pfizer & Company, 
Inc., Brooklyn, N. Y., has been elected 
president of all the firm’s foreign trade 
subsidiaries. 


ALFRED L., PILSON has been appointed 
assistant controller in charge of internal 
auditing and methods; CHRISTOPHER 
BAKOS as assistant controller in charge of 
general accounting and taxes; and ROBERT 
H. Wirt, as director of the budget of 
Joseph E. Seagram & Sons, Inc., New 
York. 

Mr. Pilson, a C.P.A., was formerly as- 
sociated with the New York office of Price, 
Waterhouse & Company as manager. He 
was with Price, Waterhouse for 16 years. 

Mr. Bakos has been associated with Sea- 
gram’s since August 1941 and has been 
manager of the company’s tax department. 

Mr. Witt has been associated with Sea- 
gram’s since 1934. Until his new promo- 
tion, he was administrative assistant to the 
president of Frankfort Distillers Corpora- 
tion, a company subsidiary. Previously he 
was in charge of the Seagram market re- 
search department. 








CiypE J. STOTTLEMYER has been ap- 
pointed assistant plant controller at the 
Toledo, Ohio, plant of the National Sup- 
ply Company. Mr. Stottlemyer has been 
with the company since 1937, when he 
was employed as a clerk at the Engine Di- 
vision plant in Springfield, Ohio. Later he 
served as cost accountant and budget su- 
pervisor. In 1951 he was transferred to the 
executive offices in Pittsburgh as staff cost 
accountant. 


DONALD S. MACINTYRE (#4839-1950) 
is now treasurer and controller of the 


Georgia-Pacific Plywood Company, Au- 
gusta, Georgia. For the past seven years 
Mr. MacIntyre was with the Reliance Man- 
ufacturing Company, Chicago, IIl., where 
he held the position of treasurer. 


CHARLES H. Dore (#1347-1938), con- 
troller, New York Shipbuilding Corpora- 
tion, Camden, N. J., was recently elected 
a director, vice president and treasurer of 
the company, succeeding NORMAN R. 
PARKER, who retired after 52 years of 
service with the firm. Mr. Dore joined the 
company in 1919 after aviation duty in 
World War I. He became assistant con 
troller in 1926 and has been controller 
since 1929. He is a member of the So- 
ciety of Naval Architects and Marine En 
gineers. 


Foster L. Reep has been elected comp- 
troller of Joy Manufacturing Company, 
Pittsburgh, Pa., 
succeeding  S1D- 
NEY G. LARKIN 
(#4278-1948), 
who resigned on 
November 15. 
Mr. Reed was 
with the Pitts- 
burgh office of 
Lybrand, Ross 
Bros. & Mont- 
gomery, for 11 
years, prior to 
joining Joy. He 
is vice chairman of the Pittsburgh Chap- 
ter, Pennsylvania Institute of Certified 
Public Accountants, and a member of the 
American Institute of Accountants. 


MR. REED 


ELGON K. FAULDS (#5316-1951), 
comptroller and assistant treasurer of 
H. C. Smith Oil Tool Company, Compton, 
Calif., is now vice president and treasurer 
of the company. 


Don C. HOosLer (#4641-1949), man 
ager, Material Control and Economic 
MFG Quantities, The Hyster Company, 
Portland, Oregon, recently addressed a 
group of students and professors of the 
Business and Technology School of Ore- 
gon State College on “The Functions of 
Inventory Control.” Mr. Hosler is secre- 
tary-treasurer of the Portland Control of 
Controllers Institute. 
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C. ARTHUR WEIS (#4209-1948), vice 
president and treasurer of the St. Louis 
Globe-Demo- 
crat, was elected 
president of the 
Institute of 
Newspaper Con 
trollers and Fi- 
nance Officers on 
October 27 at its 
fifth annual 
Mecting in St. 
Louis. 

The new pres 
ident, who has 
been first 
president for the past year, succeeds T. F. 
MOWLE (#3457-1945), comptroller of 
the Wall Street Journal, New York, who 
became a director of the Institute. 

The other new officers elected include: 
first vice president, RICHARD H. WILLS, 
treasurer, Roanoke (Va.) The Times & 
World News; second vice president, HER 
BERT E. HETU, business manager, Sharon 
(Pa.) Herald; treasurer, ROBERT M. 
SHERWOOD (#3477-1945), secretary, De- 
troit (Mich.) Evening News. The secre- 
tary, FRANK T. HODGDON, JR., controller, 
Cleveland (Ohio) Plain Dealer was re- 
elected. 

In addition to Mr 
ing were elected directors: HAROLD FER 
GUSON, business manager, Garden City 


MR. WEIS 
Vice 


Mowle, the follow- 


(N. Y.) Newsday; M. P. MCGILL, audi- 
tor, Newspaper Printing Corp., Tulsa, 
Oklahoma; GORDON A. O'BRIEN (#2087- 
1941), controller, Worcester (Mass. ) 
Telegram & Evening Gazette; LEONARD 
L. CRossLey, assistant general auditor, 
The Brush-Moore Newspapers, Inc., Can 
ton, Ohio and Lyte L. ERB, treasurer, 
Federated Publications, Inc., Battle Creek, 
Michigan 


JOHN W. GasINK (#5424-1951), secre- 
tary and controller, Scott Atwater Manu- 
facturing Company, Inc., Minneapolis, 
Minn., has been named vice president of 
the company 


R. P. STEEN (#2810-1943), cashier, Se- 
attle Trust and Savings Bank, Seattle, 
Wash., has been named vice president and 
comptroller 


WILLIAM F. PALMER (#2119-1942), 
controller, American Airmotive Corpora- 
tion, Miami Springs, Florida, is now man- 
ager, Accounting Department, of the Fed- 
eral Reserve Bank of New York. 


RAYMOND KNEFEL (#5589-1952), 
formerly controller, White Rodgers Elec 
St. Louis, Mo., is now controller 
of the Research Laboratories, 
Inc., of the same city. 


tric Co., 
Missouri 





CHICAGO 


NEW YORK 


WE ARE PLEASED TO ANNOUNCE THE OPENING OF 


OUR OFFICE IN 
DALLAS, TEXAS 
SUITE 514—FIDELITY UNION LIFE BUILDING 
AND THE APPOINTMENT OF 
MR. SAM H. HUFFMAN, MANAGER 
ASSOCIATE, SOCIETY OF ACTUARIES 


AND 


Mr. OSWALD JACOBY, CONSULTANT 


FELLOW, SOCIETY OF ACTUARIES 


THE \jalt COMPANY 


ACTUARIES AND EMPLOYEE BENEFIT CONSULTANTS 


CLEVELANL 


DALLA DETROIT 


7TON 
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EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


A Ss $5.00 per neh ” 
RATI pe ¢ 
Allow approxin ely 40 ur rd 


im advani 


box number. Cl ng date 10%} 


fraction thereof each insertion 
lo the 
tf preceding month. Address box number re plie 


York 17, N. Y. Replies will be forwarded 


S0¢ each additional line. Payable 
1 column-wide inch including 2 words for 
to THE Con- 





SITUATIONS WANTED (Continued) 





TROLLER, One East Forty cond Street Neu 

HELP WANTED 
MERCHANDISING FIRM SEEKS 
TOP-LEVEL CONTROLLER 

Here is outstanding opportunity for a man 
with well-rounded background and real ex- 
ecutive ability to join forces with long-es- 
tablished, nationally known merchandising 
firm 


Chis is a top-level, policy-making job, offer 
ing career possibilities and salary to satisfy 
the most ambitious—plus the benefits and 
security that only a large company can pro- 
vide. The man we seek is probably between 
35 and 50 years of age, with mature experi 
ence and a record of success in an executive 
capacity. Will have supervision of depart- 
ments handling accounting, auditing, reports 
budgeting and financial controls 

Please send full details including salary re 
quirements. All replies held in strict confi 
dence. Box 2038 





SITUATIONS WANTED 





CONTROLLER—TREASURER 
BUDGET DIRECTOR 
Skilled administrator, presently employed as 
controller—treasurer—budget othcer of large 
utility. Keen done at 


minimum cost 


analyst, gets things 


Thorough knowledge account 


ing, finance, costs, controls, budgets, systems, 


credits, imsurance, taxes, pen 


heavy 


procedures, 
contacts. Previous 
University trained 

accounting, h 
ymics, law. Member 
relocate, U. S. or 
Box 2025 


sions, government 
manufacturing experience 
business administration 


nance Statistics econ 


Controllers Institute 


ibroad; knowledge languages 


Can 


EXECUTIVE ACCOUNTANT 


Formerly treasurer-controller medium-sized mid 


western metal manufacturer. Able administra 
tor, coordinator; can organize, stream-line, fol 
low through, get along with people and get 


things done. Diversified experience general and 
forecasts 


tax plan 


cost accounting systems yud gets 


government contracts, renegotiation 


ning. Presently in blind-alley job, will sacrifice 
salary for opportunity to prove worth. Age 43, 
CPA, member Controllers Institute. Write Box 


033 for resume 





ECONOMIC AND 

MARKETING ANALYST 
Sales forecasting, sales analysis, sales control, 
evaluation of marketing operations data and 
plans, economic evaluation of budget. Ph.D. in 
Economics, five years in business, five years 
(and at present) in teaching. Ability for profes- 
sional, critical, realistic analysis and under 
standable presentation. Age 35, married. Modest 
salary requirement. Box 2034 


ASSISTANT CONTROLLER 
Controller of small listed (Curb) corporate 
group desires wider opportunity as assistant 
controller or on controller's staff of large com- 
pany. New York CPA, member of Controllers 
Institute, State Society, NACA. Age 40, mar- 
ried. New York resident, will relocate if re 
quired. Box 2035 


Cc. P. A. CONTROLLER 
Keen, personable, age 36. Heavy experience 
soft and durable goods consumer industries 


Prominent firms, multi-plant and medium- 
sized. Top public experience, college honors 
ex-naval officer. New York resident, will re 


locate. Box 2036. 
TREASURER-CONTROLLER 
EXECUTIVE ACCOUNTANT 
Controller of midwestern national manufactur 
ing and merchandising organization with civil 
ian and defense business in excess of $20 mil 
lion desires similar position in Michigan. Top 
level executive fully capable of organizing and 
directing financial affairs of a corporation. Age 








10, married. Detailed resume upon request 
Box 2037 
MISCELLANEOUS 

WANTED! 


CONTROLLER MAGAZINES 
JANUARY through JUNE 1952 


We're sold out again—on these is 
sues! If you have an extra copy that 
you would part with after you read 
it, we'd welcome receiving it to en 
able us to provide a complete year 
for those who may want a “back 
copy subscription” or to fill “single 
copy” orders. Thanks! Send to the 


CIRCULATION MANAGER 








Permanent, 


a good balance of experience in 
enterprise, (b) researct 
have sufficient presence 


lems, and describe the results « 





DIRECTOR OF BUSINESS RESEARCH 
non-profit organization of business leaders needs a Research Director 
(a) management planning and control functions in private 
ind fact-gathering techniques, editing, research costs. He 
nd personality to meet with business leaders, discuss their prob- 
f his organization's work. Salary up to $15,000. Reply to 


Box D2029, THE CONTROLLER, 1 East 42nd Street, New York 17, N. Y. 


with 


should 














Controllers Address 
Federal Accountants 


The Federal Government Account- 
ants, holding their Second Annual Sym- 
posium, Wednesday, November 12, 
gathered an impressive audience of 
more than 800 government accounting 
employes to listen to a series of first- 
rate speakers drawn from corporate and 
public accounting. Subjects and speakers 
were as follows: 


Trends in Financial Reporting of Pri- 
vate Enterprise—-Carman G. Blough, Re- 
search Director, American Institute of Ac- 
countants. 

External Financial Reporting by Gov- 
ernment Agencies—Russell H. Hassler, 
Professor of Accounting, Harvard Gradu- 
ate School. 

Management Utilization of Govern- 
ment Financial Reports—Joseph Pois, Di- 
rector of Finance, State of Illinois (a mem- 
ber of Controllers Institute of America). 

Internal Financial Reporting of the 
General Motors Corporation—Ralph C. 
Mark (a member of Controllers Institute 
of America). 

Panel Discussion of questions tossed at 
the speakers of the day and three repre- 
sentatives of government accounting and 
supervisory functions. Messrs. Vernon D. 
Northrop, Howard W. Bordner, Captain 
C. B. Arrington. 


The Federal Government Account- 
ants Association has enjoyed a phenom- 
enal growth since its founding in 1950 
and the degree of enthusiasm shown at 
this symposium bodes well for the hope 
of many governmental and private ac- 
countants that a gradual but steady im- 
provement may be expected in the qual- 
ity of governmental accounting and 
budget control. 


Portable Microfilm 
Camera Saves Time 


A completely portable 16mm. micro- 
film camera, recently developed, has made 
possible substantial savings in time and 
labor for many chain store traveling audi- 
tors. Formerly, these auditors had to travel 
from city to city and spend days in each 
location copying various records and mak- 
ing notes. The new portable camera makes 
it possible for the auditor to make one- 
day stops many places along his route, 
since it is a simple matter to pass docu- 
ments through the completely motorized, 
20-pound microfilm camera. 

The film service, which is a feature of 
the Diebold Flofilm portable, also makes 
it possible for the auditor to send a sep- 
arate film of each store’s accounts to the 
Diebold processing station, and have them 
ready to use in the home office within a 
week, the company adds. 
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Remington Rand Electronics Brings You 
THE WORLD’S FASTEST PUNCHED-CARD SORTER 


Now — unprecedented speed brings even greater taking speed of SOO cards per minute. 
Fact-power to vour business with this, the latest For more information on how this, with other 


in a long line of dynamic research developments, Remington Rand Punched-Card Accounting 


the Electronic Punched-Card Sorter. Machines, can mean greater efficiency, more profit 

Your punched-card accounting and statistical in vour business, call the Remington Rand Busi 
uess Equipment Center in your city; or write 
Room 1551, 315 Fourth Avenue, New York 10. Ask 


tor free folder TM-156. No obligation, of course. 


facts and figures can now be sorted, either nu- 
merically or alphabetically, with new ease and 


simplicity—by push-button control—at the breath- 


J 
THe first wame in ausiness ecectronics § iegpetssgtore. Mhcral, 
’ ~ <.- 
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“Our ec 


saves us its cost 
every 6 months!” 





“Our National Payroll-Accounting Machine gives us a direct 
saving of $11,000 a year with this one machine. It also has 


eliminated about $1,000 a year in overtime. These savings 
paid for the machine in less than 6 months! 


‘Also we now handle, through the same machine, the check 


— New York Herald Tribune 
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No matter what the size or type of business, 
Nationals soon pay for themselves out of 
what they save—and then go on, year after 
year, returning a handsome profit. With their 
exclusive combination of time-and-money- 
saving features, Nationals do up to 2/3 of 


your accounting work automatically. 
The National representative —a_ trained 
systems analyst—will show you how much 
you can save with National Accounting Ma- 
chines, National Cash Registers and National 
Adding Machines adapted to your needs. 


THE NATIONAL CASH REGISTER COMPANY, payron 9, on10 


register and issuing of checks for the Accounts Payable Divi- 
sion. Furthermore, by being able to control totals-to-date for 
Earnings, Withholding Taxes and F.O.A.B. taxes, we now com- 
plete our quarterly Social Security Reports and Annual W-2 
statement with additional great savings in time and effort.” 


A. V. Miller, Treasurer 
New York Herald Tribune 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 





